





TABLE OF CONTENT 


MAYOR'S FOREWORD AND EXECUTIVE SUMMARY 

3 

MUNICIPAL MANAGER'S OVERVIEW 

5 

MUNICIPAL FUNCTIONS, POPULATION AND ENVIRONMENTAL OVERVIEW 

6 

STATUTORY ANNUAL REPORT PROCESS 

7 

POLITICAL GOVERNANCE 

8 

ADMINISTRATIVE GOVERNANCE 

9 

INTERGOVERNMENTAL RELATIONS 

11 

RISK MANAGEMENT 

15 

SUPPLY CHAIN MANAGEMENT 

15 

BY-LAWS 

16 

SERVICE DELIVERY PERFORMANCE 

16 

BASIC SERVICE AND INFRASTRUCTURE BACKLOG 

24 

DEVELOPMENT PLANNING UNIT 

25 

LOCAL ECONOMIC DEVELOPMENT 

28 

COMMUNITY AND SOCIAL SERVICES 

30 

HEALTH 

34 

SPORTS AND RECREATION 

34 

PERPERFORMANCE REPORT 2013/2014 

37 

INTRODUCTION TO MUNICIPAL PERSONNEL 

52 

FINANCIAL PERFORMANCE 

57 

AUDIT GENERAL AUDIT FINDINGS 

69 

ACTION PLAN FOR EXTERNAL AUDIT REPORT 2013/2014 

74 

RECOMMENDATION OF THE MUNICIPAL AUDIT COMMITTEE 

79 

SERVICE PROVIDER PERFOMANCE SCHEDULE 

80 

DISCLOSURE OF FINANCIAL INTEREST 

81 

REVENUE COLLECTION BY VOTE AND BY SOURCE 

82 

CONDITIONALGRANTS RECEIVED EXCLUDING MIG 

85 

CAPITAL EXPENDITURE 

86 

SERVICES BACKLOGS EXPERIENCED BY THE COMMUNITY 

87 

LOANS DECLARATIONS 

88 

ANNUAL FINANCIAL STATEMENTS 

89 




CHAPTER 1 - MAYOR’S FOREWORD AND EXECUTIVE SUMMARY 


COMP 


MAYOR’S FOREWORD 


b 

The Mayor: Cllr M N Ndlangamandla 

As a Mayor of this council it gives me a great pleasure to present the Annual Report for the things we 
had achieved as this council. 

When we took over in 201 1 , there was a high rate of backlog in road and electricity infrastructure. 

The council took a firm decision that the budget for infrastructure will be towards the rural community. 

We have managed to build 18 access roads in rural areas and and 6 in urban areas using MIG as well 
as internal resources. 

The municipality prides itself that it is in a sound financial position and that can be attributed to a 
strigent financial management implemented by this council. 

The council is able to pay its creditors within 30 days; I therefore challenge everyone who is in doubt to 
trade with municipality to do so because payment is done within 30 days. 

This has been attested by Auditor General who praised the municipality that it pays within a prescribed 
period. 

The community participants in the affairs of the municipality through IDP, that has also been extended 
to Traditional Courts as well, where we hold IDP and budget road shows with Amakhosi and their 
izindunas. 

The council has budget for the implementation of s (81 ) of MSA, where the Amakhosi are expected to 
participate in the affairs of the council. 

That is pleasing because traditional structure is a champion for the development in rural areas. 

There is a good working relation with our rate payers; we have been conservative during past 2 years 
and by not increase rates to give relief to our rates payers. 

As the council we are equal to the challenge of absorbing 4 wards from Ntambanana Municipality 






plans are in place to ensure that enough space is available for both staff and councillors coming from 
Ntambanana. 

Even though there will be challenges at the beginning on is optimistic that this will increase the 
revenue base for Mthonjaneni Municipality in a long run. 

To conclude, it my sincere wish that we our term of office expires we sure case something that we will 
pride ourselves with and also the community we serve. 

Thank you 

CLLR M.N. NDLANGAMANDLA 
MAYOR 


COMPONENT B: EXECUTIVE SUMMARY 


1.1. MUNICIPAL MANAGER'S OVERVIEW 




Municipal Manager: Mr R P MNGUNI 

The 2013/2014 financial year has many things to be remembered for among which is the challenge with 
the implementation of wage curve which some staff members had to take it to the street, but thank you 
to the Union leaderships which soon realised that National challenges cannot be resolved at a local 
level. 

MIG expenditure was at 100%. We had no challenge of having to request the rollover from the National 
Treasury as that has been the case in the past. 

The road upgrade in both rural and urban areas made it possible to bring materials on site for rural 
housing, only less than 10 beneficiaries had accessible challenges. 

These beneficiaries were given first priority when the budget for 2014/2015 financial year was allocated. 

The electrification of Ward 5 resulted in a relief on number of households without electricity. The areas 
that gives municipality a sleepless night is Thengele and Bomvini because of the challenge that 
servitude line crosses over Mondi forestry and Eskom whose competency to build that line is currently 
undergoing the internal challenges. 

The challenge that we still have is the shortage of the community halls, the council wanted to address 
the road infrastructure backlog first before embarking on the construction of the community halls. 

The municipality is financially sound despite the fact that revenue collection rate is not where it wants it 
to be because of the global economic challenges. The municipality did not do well in traffic offences 
revenue collection, I am pointing out at this because in terms of Grab new reforms you need to make 
provision for debt impairment based on the number of tickets issued. 

The political stability in the municipality makes it possible to implement council resolution as a result 
municipality could not find itself of having to delay the implementation of resolution because the council 
could not decide on the matter. 




The ever increasing trend indigent support dependency is of greatest concern to this Councii and the 
Municipaiity is unabie to cope with that demand. 

The bursary scheme that municipaiity provides has enabied more than 60 iearners who wouid not having 
be abie to fund themseives for Tertiary Institution fees abie to get admission to such institutions. 

It is pieasing to note that the municipaiity has constantiy maintained unquaiified audit opinion with 
emphasis of matter. Queries decreasing year by year which gives on confidence that 2014/2015 
municipaiity audit we shaii wiii be counted among those who obtained ciean audits. 

The community fuiiy participate in the affairs of the municipaiity through IDP and izimbizo and thus 
enabies municipaiity to deiiver on the constitutionai mandate. 

To conciude the municipaiity is going towards the right direction in terms of what is expected of the 
municipaiity and is optimistic that in the years to come it wiii be abie to have reached the maturity stage. 

I hope to see municipaiity receiving many accoiades in the future. 


I thank you 


1.2. MUNICIPAL FUNCTIONS, POPULATION AND ENVIRONMENTAL OVERVIEW 


Ward 

Black 

African 

Coloured 

Indian or Asian 

White 

Other 

Grand Total 

1 

7835 

112 

66 

217 

30 

8259 

2 

6942 

66 

8 

62 

39 

7117 

3 

8830 

5 

7 

3 

- 

8845 

4 

7656 

14 

15 

30 

7 

7722 

5 

9931 

7 

15 

2 

5 

9960 

6 

5895 

9 

3 

5 

1 

5914 

Total 

47089 

214 

114 

320 

81 

47818 


Populcitlon Growth 2001 - 201 1 
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SOCIO ECONOMICSTAUS 

Ward 

Employed 

Unemployed 

Discouraged work- 
seeker 

Other not economical 

active 

Not applicable 

1 

3036 

797 

265 

1640 

8259 

2 

2088 

284 

352 

1745 

7117 

3 

331 

690 

365 

3143 

8845 

4 

988 

523 

450 

2184 

7722 

5 

747 

206 

521 

3719 

9960 

6 

379 

520 

356 

1898 

5914 

Total 

7569 

3020 

2309 

14330 

47818 



1.3. STATUTORY ANNUAL REPORT PROCESS 


The table below reflects the process that will be followed in developing the 2013/2014 financial year annual 
report. 


No. 

Activity 

Timeframe 

1 

Consideration of next financial year's Budget and IDP process plan. Except for the 
legislative content, the process plan should confirm in-year reporting formats to ensure 
that reporting and monitoring feeds seamlessly into the Annual Report process at the 
end of the Budget/IDP implementation period 

July 2015 

2 

Implementation and monitoring of approved Budget and IDP commences (In-year 
financial reporting). 

3 

Finalise the 4th quarter Report for previous financial year 

4 

Submit draft year 0 Annual Report to Internal Audit and Auditor-General 

5 

Municipal entities submit draft annual reports to MM 

6 

Audit/Performance committee considers draft Annual Report of municipality and 
entities (where relevant) 

August 2015 

8 

Mayor tables the unaudited Annual Report 

9 

Municipality submits draft Annual Report including consolidated annual financial 
statements and performance report to Auditor General 

10 

Annual Performance Report as submitted to Auditor General to be provided as input to 
the IDP Analysis Phase 

11 

Auditor General audits Annual Report Including consolidated Annual Financial 

Statements and Performance data 

September - 

October 2015 

12 

Municipalities receive and start to address the Auditor General's comments 

November 

2015 

13 

Mayor tables Annual Report and audited Financial Statements to Council complete with 
the Auditor- General's Report 

14 

Audited Annual Report is made public and representation is invited 

15 

Oversight Committee assesses Annual Report 

16 

Council adopts Oversight report 

December 

2015 

17 

Oversight report is made public 

18 

Oversight report is submitted to relevant provincial councils 

19 

Commencement of draft Budget/ IDP finalisation for next financial year. Annual Report 
and Oversight Reports to be used as input 

January 2016 



POLITICAL GOVERNANCE 


2.1 


INTRODUCTION TO POLITICAL GOVERNANCE 


The Mthonjaneni Municipality consists of a total of 11 Councillors. These members were sworn into office after the local 
government elections in 2011. The diagram below reflects the structure of the political structure within Mthonjaneni 
Municipality. 

MAYOR 

V J 


f \ 

DEPUTY MAYOR 

V J 


I 

/ \ 

COUNCILLORS (8) 

V J 



POLITICAL STRUCTURE 



MAYOR: CLLR M N NDLANGAMANDLA 



DEPUTY MAYOR: CLLR GVB GUMEDE 



SPEAKER: CLLR N A JIYANE 


MTHONJANENI WARD COUNCILLORS AND PR COUNCILLORS 



Cllr E.M. Maslkane Ward Councillor 



Cllr P.E. Ntombela Ward 2 Councillor 



Cllr S.M. Khuzwayo Ward 3 Councillor 



Cllr M.N. Biyela Ward 4Councillor 



Cllr B M Ndwandwe Ward 5 Councillor 



Cllr H.K.L. Zungu PR Councillor 


Cllr M.S. Zulu PR Councillor 



CllrS.B.K. Biyela PR Councillor 



2.2 ADMINISTRATIVE GOVERNANCE 


INTRODUCTION TO ADMINISTRATIVE GOVERNANCE 

As illustrated in the organogram below, Mthonjaneni Municipality consists of five departments also represent the 
existing portfolio committees. Each department or portfolio committee is chaired by a political head who is a 
member of the Executive Committee. 

The Director of each Department is employed in terms of Section 56 of the Municipal Systems Act, No. 32 of 
2000. The Section 56 employees are employed on performance contracts and report directly to the Municipal 
Manager who is employed in terms of section 57 Municipal System Act, No. 320f2000. The Municipal Manager 
reports to the Executive Committee via the Mayor who is the chairperson of the Executive Committee. The 
Municipal Manager is assisted by the internal audit unit and the audit committee in meeting his accountability 
requirements as prescribed in the MFMA. Both the internal audit unit and the audit committee consist of internal 
and external resources with an aim of attracting skills. 



COMPONENT B: INTERGOVERNMENTAL RELATIONS 


UTHUNGULU DISTRICT IGR FORUM 


In terms of the Intergovernmental RELATIONS framework Act (no 13 of 2005) all district municipalities must 
establish "district intergovernmental forum" to promote and facilitate intergovernmental relations between the 
district municipality and local municipalities in the district. The legislation further indicates that the role of the 
forum is to serve as a consultative forum for the district and locals in the in the district to discuss and consult each 
other matters of mutual interest. Mthonjaneni Municipality participates in the various structures established by 
the uThungulu District Municipality namely:- 

• District GIS Forum 

• District Sports Forum 

• Mayors Forum 

• IDP and Planners Forum 

• Disaster Management Forum 

• CFO's Forum 

• Technical Committee 


COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION 


OVERVIEW OF PUBLIC ACCOUNTABILITY AND PARTICIPATION 

In the beginning of the 2013/2014 financial year the Council of Mthonjaneni municipality adopted it's 2013/2014 Integrated 
Development Plan together with a process plan which outlines the implementation actions that will be applied in reviewing its 
Integrated Development Plan for the 2014/15 financial year. 

As per the adopted IDP process plan the roadshow dates where scheduled as follows: 


WARD 

VENUE 

DATE 

1 

Thubalethu Hall 


2 

KwaMagwaza (Jointwith uThungulu) 


3 

Ekuthuleni 


4 

KwaSanguye Tribal Court 


5 

Hlabathini 


6 

Siyavuna Hall 






ATTENDANCE 

The attendance in all IDP road shows was satisfactory. The table below reflects the attendance rate per meeting: 


WARD 

VENUE 

1 

Thubalethu Hall 

2 

KwaMagwaza (Jointwith uThungulu District Municipality) 

3 

Ekuthuleni 

4 

KwaSanguye Tribal Court 

5 

Hlabathini area 

6 

Siyavuna community Hall 


ISSUES RAISED 

The table below reflects all issues per ward that were raised during the IDP road shows held during the 
2013/2014 financial year: 


WARD 

ISSUES RAISED 

Ward 2 

• 

Water and Electricity mot available in some 

areas. 


• 

Access roads in bad condition. 


• 

Community Hall not available in the area. 


• 

Sport facilities not available. 


• 

There is no housing project in the area. 


• 

Job opportunities not available. 

Ward 3 

• 

No water in some areas. 


• 

Access roads not available. 


• 

Rural road belonging to the Department of 
transport in bad condition. 


• 

Some areas still do not have electricity. 


• 

Community requested that municipality to 
assist in providingjob opportunities. 


Ward 4 

• A bridge was requested at Manzamnyama. 

• Pupils travel long distances to school, a 

School at Nqekwane was requested. 

• A recreational facility was requested. 

• Fencing of the community garden. 

• Slow progress in the electrification projects. 

• Community hall. 

Ward 5 

• Some areas still do not have water. 

• The slow progress in the housing project. 

• Slow progress in the Electrification project. 

• Rural roads in bad condition. 

• Renovation in P-Centre. 

• Fencing of Community garden. 

Ward 6 

• Some areas do not have electricity. 

• Rural roads in bad condition. 

• Renovation of Ndundulu sport field. 

• Some areas still require water. 


WARD COMMITTEES 

The Municipal Ward Committees were established in August 201 1 , just after the inauguration of the 
Councillors that took place just after the May elections, this was done in order to ensure that good 
governance and community participation. The Ward Committees will also go for training in order to 
ensure that participation is attained in Mthonjaneni, the Ward committees are operational. 


2.5 IDP PARTICIPATION AND ALIGNMENT 


Before starting the IDP Review process, a Process Plan was prepared and adopted by Council in accordance with 
the requirements of the Municipal Systems Act (32 of 2000). This process plan aligns the three processes of the 
IDP, the Budget and the Performance Management System. The Process Plan was adopted by Council in July 
2013. 

THE UTHUNGULU DISTRICT'S FRAMEWORK PLAN 

The framework plan allows for alignment and coordination of activities between the DM and the LM's within the 
uThungulu DM. Key areas of alignment include: 

• Projects and programmes of cross-border significance. 

THE IDP ALIGNMENT PROCESS 
The District and LM Aiignment Process 

Alignment between the DM and its LM's takes place through the uThungulu District IDP Alignment 
committee. This committee met at the following dates during the IDP review process: 

• 16 October 2015 

• 13 March 2015 

A joint IDP road show with uThungulu District Municipality was held on the 4 November 2014 at the 
KwaMagwaza area. 

Aiignment with Sector Departments 

Alignment with sector departments took place at the following dates: 

• 19 March 2014. 

iDP and Budget Road Shows 

A series of community road shows were undertaken during the IDP review process, this was done in order to 
ensure that all wards are represented 


IDP Participation and Alignment Criteria* * 

Yes/No 

Does the municipality have impact, outcome, input, output indicators? 

Yes 

Does the IDP have priorities, objectives, KPIs, development strategies? 

Yes 

Does the IDP have multi-year targets? 

Yes 

Are the above aligned and can they calculate into a score? 

Yes 

Does the budget align directly to the KPIs in the strategic plan? 

Yes 

Do the IDP KPIs align to the Section 57 Managers 

Yes 

Do the IDP KPIs lead to functional area KPIs as per the SDBIP? 

Yes 

Do the IDP KPIs align with the provincial KPIs on the 12 Outcomes 

Yes 

Were the indicators communicated to the public? 

Yes 

Were the four quarter aligned reports submitted within stipulated time frames? 

Yes 


COMPONENT D: CORPORATE GOVERNANCE 


2.6 SUPPLY CHAIN MANAGEMENT 


OVERVIEW SUPPLY CHAIN MANAGEMENT 

The Municipality has adopted the Supply chain Management policy in line with the SCM Regulations 
2005. The Municipality is facing a challenge to meet the requirement is SCM regulations where it 
requires the Bid Adjudication to have 4 Senior Managers. The Municipality only has 3 Senior Managers 
and the Municipal Manager; therefore it is not possible to have 4 senior managers in the Bid adjudication 
committee. The SCM Practitioner has completed the MFMA Competency levels course as required by 
MFMA Competency levels Regulations. The two officials have not yet finished the course. 


2.7 BY-LAWS 


The list below reflects adopted Mthonjaneni Municipal bylaws. 

• Animals by-law 

• Animals, birds and domestic pets 

• Credit Management 

• Credit control 

• Environment Health 

• Mthonjaneni Animals 



• Mthonjaneni Health 

• Mthonjaneni ST by-laws 

• Standing rules 

• Mthonjaneni CMGT by-laws 

• Mthonjaneni Orders rules 

• Street trading by-laws 

• Traffic by-laws 

• Cemetery 

• Funeral undertakers 

• Pound Bylaws. 

• Draft Control and Discharge Discharge of Fireworks 

• Draft Waste Management Bylaws 


CHAPTER 3 - SERVICE DELIVERY PERFORMANCE (PERFORMANCE REPORT 
PART I) 


3.1 WATER (SANITATION) PROVISION 


INTRODUCTION TO SANITATION PROVISION 

WATER AND SANITATION PROJECTS FUNDED BY UTHUNGULU DISTRICT MUNICIPALITY 


PROJECT 

SCOPE OF WORK 

WARDS 

BUDGET 

Greater 

Mthonjaneni phase 

1 &2 

Construction of bulk ond 
reculation water supply 

3,5 & 6 

R 228 611 584 

Mthonjaneni 
Sanitation phase 3 

Construction of 2434 VI P 
toilets 

2,3,5 & 6 

R15 602 121 

Yanguye Water 

Project 

Construction of bulk and 
reculotion ot Yonguye 

6 

R 1 1 559 503 




3.2 ELECTRICITY 

INTRODUCTION TO ELECTRICITY 
CURRENT ELECTRIFICA TION PROJECTS 

The table below reflect funded electriflcation projects within the Mthonjaneni Municipal area that are currently 
at implementing stage. 


WARD 

PROJECTNAME 

NUMBEROF 

CONNECTIONS 

STATUS 

2 

Thengela Electrification 
Project 

84 

Awaitingoutages 

3 

Mfanefile Electrification 
Project 

283 

Completed 

4 

Yanguye Electrification 
Project 

193 

Completed 

5 

Ndabazensangu 
Electrification Project 

224 

204 Completed 

20 Awaitingoutage 

6 

Siyavuna Electrification 
Project 

400 

Design stage 


Total Connections 

1184 




Photo: Rural electrification projects. 






STATISTICS FOR ELECTRIFICATION WITHIN MTHONJANENI MUNICIPALITY 



Electricity 

Gas 

Paraffin 

Candies 

Soiar 

None 

Unspecified 

Not 

applicable 

Grand 

Total 

Ward 1 

2626 

8 

33 

351 

9 

24 

- 

- 

3051 

Ward 2 

1090 

6 

9 

442 

4 

8 

- 

- 

1558 

Ward 3 

856 

12 

6 

530 

6 

14 

- 

- 

1425 

Ward 4 

1252 

2 

8 

271 

6 

7 

- 

- 

1545 

WardS 

719 

5 

17 

1015 

2 

32 

- 

- 

1790 

Ward 6 

648 

3 

8 

391 

4 

9 

- 

- 

1063 

Grand 

Total 

7191 

36 

80 

3000 

32 

95 

“ 

“ 

10433 


3.3 WASTE MANAGEMENT (THIS SECTION TO INCLUDE: REFUSE COLLECTIONS, 
WASTE DISPOSAL, STREET CLEANING AND RECYCLING) 


REFUSE REMOVAL 


Waste removal and disposal is currently being provided by the Mthonjaneni Municipality and is currently 
restricted to Melmoth, Thubalethu Township, and KwaMagwaza area. The waste removed is disposed at the 
Melmoth landfill site. 


Figure: Refuse Removal (STATSSA, 2011) 



Seriesl 
No 

4293 

40% 


Seriesl 
Own refiise 
2488 
23% 


24%" 


Seriesl 

Removed by local 
authority/private 
company atleast 
once a week 
2552 

Seriesl 

Removed by local 
autbority/private 
company less 
Seriesl often 

Communal refuse 1076 
dump 10% 

262 

3% 




J 


The Community Survey (2007) indicates that 24% of households have refuse removed by the local authority or a 
private company at least once a week, while less than 10% have refuse removed less frequently. 23% of 
households make use of their own refuse dump and a further 40% have no refuse disposal. 

Waste Quantities and Characteristics 


In the table below, the following are indicated: the waste types produced in the municipality; the associated 
volumes (in m3); and which waste is stored. 


Waste Types Produced 

Volumes (in m3) 

Waste Storage 

Domestic 

18m3 per day uncompacted. 

No 

Business 

Yes 

Street Sweepings 


No 

Industrial 

Not produced In the Municipality 

No 

Garden Waste 

72m3 

No 

Building Waste 

Produced in municipality but 

volume is low. 

No 

Medical 

Produced in municipality but 
collected by private contractors. 

“ 





Hazardous Waste 

Not produced 

- 


The areas within the municipality where the wastes are generated, and which is covered by a waste collection 
and removal service, are: 

❖ Melmoth Town 

❖ Thubalethu 

❖ Hospital at KwaMagwaza 

The final waste disposal site for wastes generated within the municipality and which are covered by a waste 
collection and removal service, with the exception of Medical Waste, is the Melmoth Landfill Site. 

Frequency of municipal waste collection: 

❖ Residential areas Ix per week 

❖ Business areas 3x per week ™ 

❖ Thubalethu 2x per week 


3.4 HOUSING 


INTRODUCTION TO HOUSING 


Housing was identified as a key issue in the community participation process of the IDP. As part of the 
Integrated Development Plan Process and Land Identification Study for Low-cost Housing, a range of 
population projections were undertaken to provide a base for the determination of present and future housing 
needs, specifically in the low-cost group. The total number of households within the municipality was 
calculated to be 5 461 with the total population estimated to be 47 818 this implies an average household size 
of approximately 10, 433. (Source Stats SA 2011) 

Based on the information compiled from the Statistics SA 2011, the projections indicate that approximately 3, 1 
% of households (317) within the municipal area into the homeless, and informal dwelling shack category and 
be in line with the Provincial targets to clear all slums by the by the year 2010, while 55, 8% of dwellings (5641) 
fall into the traditional housing category. 

With reference to the above statistics it is evident that the housing demand is very high in the rural areas which 
estimated to be at least 70% (3 928) of the total demand in rural areas and it is increasing at a very fast rate. 
Therefore it is suggested that the rural housing projects be prioritised in the rural housing programme that 
seeks to reduce the backlog in basic infrastructure services within the rural areas. 


The Community Survey (2007) indicates that the majority of households (53%) are traditional dwellings, while 
22% are worker hostels, and 22% are houses on a separate stand. 


■ Seriesl 
Workers 
hostel(bed/ro 
Ziib 

Seriesl 22% 

Informal 
dwelling/shac 
hack yard 
"89 Seriesl 
j^ouse/flat/roi 
in hack 
60 



Seriesl 

Houseorbrick 
structureon a 
separatestand or 
yard 
2ii7 
11% 


Seriesl 

Traditional 

clwelling/hut/struc 

turemadeof 

traditional 

materials 

5616 

5J% 


CURRENT HOUSING PROJECTS 


The table below reflects a summary of all rural and urban housing projects that are currently under 
implementation within the Mthonjaneni Municipal area of jurisdiction. 


Project Name 

Ward 

Units 

Status 

Challenges 

Victoria Street 
Housing 

1 

8 

Complete 

None 

Thubalethu 

Extension 

1 

512 

Planning Stage 

No funding 

Thubalethu 
Refurbishment 
Housing Project 

1 

597 

Planning Stage 

No Funding 

KwaMagwaza/ 
Mfule Housing 

2 

1000 

Planning Stage 

No Funding 


Esibayeni Rural 

3 

1000 

561 Completed 

Funding 

Housing Project 




reduced. 180 
houses to be 
built in 
2015/2016 


Project Name 

Ward 

Units 

Status 

Challenges 

Mgabhi Rural 
Housing Project 

3 

700 

Planning Stage 

Private Land 
that needs to 
be acquired or 
bought 

Yanguye Rural 
Housing 
Project-Phase 1 

4 

840 

Complete/ 

Close Out 

Report 

None 

Yanguye Rural 
Housing 
Project-Phase 2 

4 

1000 

Beneficiary 

Administration 

No Funding 

Makhasaneni 
Rural Housing 
Project 

5 

1000 

366 completed 
to date. 

Construction in 

progress 

Funding 
reduced. 180 
houses to be 
built In 
2015/2016 FY. 












Project Name 


Ward 


Units 


Status 


Challenges 


Dubeni/ 

Mabhungu 

Rural Housing 
Project-Phase 1 

6 

1000 

Complete- 
Close Out 
Report 

None 

Dubeni/ 

Mabhungu 

Rural Housing 
Project-Phase 2 

6 

1000 

Planning Stage 

No Funding 

Total Units 


8657 








COMPONENT B: ROAD TRANSPORT 


This component includes: roads; transport; and waste water (storm water drainage). 


INTRODUCTION TO ROAD TRANSPORT 


The local municipal area is traversed by numerous roads, forming the base of the primary transport 
methodology within this municipality. As such, the roads may be regarded as the most important functional 
service which need to be provided so as to ensure effective transportation of the communities between places 
of work and the respective residences, and to utilize community facilities or provide access to economic 
opportunities. 

There are numerous levels of roads traversing the municipality namely: 

Provincial roads (P routes); 

District roads (D routes); 

Local roads (L routes); and 
Community access roads (A routes). 

The table below provides a breakdown of road lengths listed. 


Table: Road Distribution and Length 


Road Class 

Type 

Length 

Total Length (m) 

Provincial 

P roads 

165,981 

303,009 


D roads 

91,848 



L roads 

42,652 



A roads 

2,528 


Urban 

Primary roads 

1,142 

27,014 


Secondary roads 

1,019 



Main tertiary roads 

5,822 



Tertiary roads 

14,401 



Gravel roads 

4,630 


Rural 

Primary roads 

228,272 

262,569 


Secondary roads 

34,298 



3.5 2014/2015 FINANCIAL YEAR RURAL AND URBAN ROADS PROJECTS 


The table below reflects projects that were implemented during the 2014/2015 financial year. 




WARD 


ROAD NAME 


ROAD LENGTH (km) 


1 

Thubalethu Phase 1 Roads 

1,4 km 

2 

Mfule Road 

1 km 

3 

Mhlinzi Road 

4 km 

4 

Ngqekwane Road 

2,3 km 

5 

Soqiwe Road 

0,7 km 

6 

Khanyile Road 

2,5 km 

Total 


11,9 km 



Thubalethu phasel(Before) 






Thubalethu phasel road(After) 



Ward 5- Soqiwe Road 






Ward 4 - Ngqekwane Road 


5.6 BASIC SERVICE AND INFRASTRUCTURE BACKLOGS - OVERVIEW 

Electricity backlog 

The Census 2011 indicates that 39% of residents make use of electricity for lighting, while 60% make use of 
candles. There has been an increase in the number of households using electricity for lighting since the 2001 
and 1996 censuses. 


Mthonjaneni LM- Accessto Electricity 2001-2011 


lOO 

90 



1 2 3 4 5 6 


^M2001 ^M2011 — — Average 2001 — — Average 201 1 



Provision of Water 

The cencus 2011inclicates that 19% of households in the municipality receive piped water within their dwelling, 
27% receive piped water inside their yard, and a further 20% receive piped water outside their yard. These 
figures indicate that approximately two thirds of the population of the municipality receive water to RDP 
standards. 

A water backlog is defined by the RDP standard of 251/c/d at a maximum distance of 200m of existing 
infrastructure. The uThungulu District Municipality (UDM) is the Water Services Provider (WSP) and is 
responsible for the implementation of new capital projects to extend the provision of water services facilities 
and their maintenance thereof. The District's Water Services Development Plan (WSDP) indicates that the 
backlog of water services in Mthonjaneni is still substantial. The table below is a breakdown of the backlog for 
household: 



3.7 DEVELOPMENT PLANNING (TOWN PLANNING UNIT) 


INTRODUCTION TO PLANNING 

The town planning unit falls under the office of the Municipal Manager. The planning unit consists of two staff 
members that report directly to the Municipal Manager. 





3.8 LOCAL ECONOMIC DEVELOPMENT (INCLUDING TOURISM AND MARKET 
PLACES) 


NUMBER OF DEPENDANTS PER EMPLOYED PERSON 

The results of the Quality of Life Survey (2007) indicate that there are 6.2 dependants for every employed 
person in the DM. The average for the Mthonjaneni municipality is, however, substantially better with 5.5 
dependants per employed person. 

OCCUPATIONAL PROFILE 

The majority of respondents in the Community Survey (STATSSA, 2007) indicated that they participated in 
Undetermined or unspecified categories of work. One can deduce that these people are largely involved in the 
informal sectors. 


Figure 1 : Occupation al Profile 

Mthonjaneni LM - Occupation Types 



■ Legislators senior officials and 
managers 

■ Professionals 

HTechnicians and assoclate 
professionals 

•4Clerks 

■ Service workers ship and market 
sales workers 

MSkilled agricultural and fishery 
workers 

'SCraft and related trades workers 

n Plant and machine operators and 
assemblers 

n Elementary occupatlons 

■ Occupations NEC (not otherwlse 
codable) 


(5ource; STATSSA, 20/1) 


EMPLOYMENT STATISTICS 



The following table summarises the levels of employment in the municipality. As can be seen, approximately a 
quarter of the population is employed and sustaining the remainder of the population. These figures largely 
concur with the UDM's average during the same period. 

Table: Employment Status (2011) 


Ward 

Employed 

Unemployed 

Discouraged 

work- 

seeker 

Other not 

economically 

active 

Not applicable 

Grand Total 

1 

3036 

797 

265 

1640 

2521 

8259 

2 

2088 

284 

352 

1745 

2647 

7117 

3 

331 

690 

365 

3143 

4316 

8845 

4 

988 

523 

450 

2184 

3577 

7722 

5 

747 

206 

521 

3719 

4767 

9960 

6 

379 

520 

356 

1898 

2761 

5914 

Grand 

Total 

7569 

3020 

2309 

14330 

20589 

47818 


The Table below reflects the summary of the number of job opportunities that were created through poverty 
alleviation programs. 


JOB CREATION THROUGH LED INITIATIVE5 

Details 

YEAR 

No:OFJOB5 CREATED 

EPWP 

2013/14 

40 

FOOD FOR WASTE PROGRAM 

2013/14 

100 


Council have supported the following entities in the financial year 2014/15 

Mthonjaneni municipality’s economic muscle is in agriculture and Council recognises this in its local 
economic development initiatives. 

Poultry Proiects 

We have 8 poultry projects that the municipality have provided them with infrastructure in the 
following wards: 

We have purchased inputs for the following functional projects: 

Each project received 500 chicks, medication, vaccines and feeds. 

These are the projects that have benefited from this initiative: 

-Ward 2 we have 1 project in the Thunzini area 


-Ward 3, we have 3 projects in the following areas, Mfanefile, Dloziyane, and Mehlamasha area 
-Ward 4 we have 2 projects, in the Sizanani area as well as Nkalakuthaha area. 

Garnering Projects 

Council has supported 3 gardening projects with inputs in the following wards: 

Ward 1 
Ward5 
Ward6 

Future Plans 

We are also intending to resuscitate the poultry project in ward 5 Kwa-Gcongco area. 

We have also roping in Owen Sithole Agricultural College with the technical support for all our animal 
production entities as well as plant production entities. 

Informal Economy 

Council has distrihuted 80 umhrellas to informal actors that are trading in areas without infrastructure. 

Council has also hought ID card machine for the issuing of informal traders permits to all informal as 
well as laptop for this activity. 

Tourism Sector 

Council has allocated R160 000.00 for their implementing of activities, tourism is led hy govemment 
and the touiism stakeholders are active participants. 

Youth in business 

There is a NYDA office within LED Unit that is aimed at supporting youth in husiness. 

There are 4 youth husinesses that will he receiving grant funding from NYDA in their 2015/16 funding 
allocation. 

Skills development 

The LED Unit has trained 20 participants in the following technical skills; this was done with our 
strategy hy the Department of Economic Development, Tourism and Environmental Affairs (ETEA) 

■ 20 participants were trained on sewing skills 

■ 20 participants were equipped with skills on husiness management 


The LED Unit has also roped in Umfolozi College in youth skills development and to date they have 
enrolled youth in the following field of studies: 

■ Electrical engineering 15 students and two students are doing N3 level 

■ Business management 2 students 

■ Earming management 5 students 

Proposed Proiects 

-Council has approved to review its LED Strategy for 2015/16. 

-Council has aside a hudget to do a feasihility study for the tourism huh which will create temporary 
johs in the construction of the project as well as permanent johs when the project is in operational. 

-Council has roped in Owen Sithole College to assist with the skills development of emerging farmers; 
this is aimed at graduating farmers in our locality. 


COMPONENT D: COMMUNITY & SOCIAL SERVICES 


3.9 LIBRARIES 

The library has been utilized fully and successfully in all ways i.e library orientation,promotion,Library week as 
well as normal use. Four book exchanges were attended in Pinetown on August 2014, November 2014, 
February 2015 and May 2015. Four interest group were attended on August 2013 at King Empangeni, in 
November at KwaDinuzulu on February at Mthunzini and on May at Mbonambi library. 

Receipt of the following newspapers llanga, Isolezwe, Zululand Observer, City Press, and Sunday times have 
been enormous help to those using the library. On the 7*^ June 2015 the library was visited by Kwagconco 
Primary School. Attendance of library conference at ICC in Durban on the 21 to 23 November 2012 was very 
good. During January and February the library was busy with young people giving them career guidance. 

The library week was a great success it started on the 15 to 21 April 2015. In February we were visited by Vuleka 
Primary School for library orientation. In Computer Section Khulekani Mbatha is continuing with training 
computer learners and as well as Ntuthuko learners over one month period Monday to Fridayt 09h00 to 
10h00,10h00 to llhOO and 12h00 to 14h00 respectively. They are trained in computer operating system, Ms 
Word, Ms Excel, Ms PowerPoint applications and Internet searching skills. They seem to be co-operative and 
willing to learn. Fle also teaches those individuals who want to type cv's and application letters and 
downloading previous examination papers as well as their results. 

Attached to this report are the photos of library week April 2014, computer learners, our soul buddies who are 
busy with vegetable garden in our library and Annually Library Statistics. 


Soul Buddyz 



Soul Buddyz are the group of children aged 8 to 12 years who promote the health and well being of other 
children even the vulnarable parents.They collect old clothes ,plant vegetables and give it to the needy.They 
also help in our library to monitor the noise and teach other children how to handle the books and to behave in 
the library. 



Soul Buddyz were picking tomatos that they have planted in their garden. 




Soul Buddyz visiting the manager of corporate servives 



Drawing competition at Melmoth primary 








MELMOTH LIBRARY ANNUAL STATISTIC 


Annul Library Statistics from July 2014 to June 2015 
A. MEMBERSHIP 


MONTHS 

ADULTS 

YOUNG ADULTS 

JUVENILES 

TOTAL 

July 

1012 

310 

235 

1557 

August 

1016 

313 

238 

1567 

September 

1020 

313 

238 

1571 

October 

1017 

318 

239 

1575 

November 

1020 

323 

239 

1582 

December 

1022 

323 

241 

1586 

January 

2030 

323 

240 

1593 

February 

1034 

333 

244 

1611 

March 

1035 

340 

242 

1617 

April 

1042 

341 

243 

1628 

May 

1051 

343 

243 

1637 

June 

1057 

349 

246 

1652 







B. CIRCULATION OE NON PRINT MATERIAL 


MONTHS 

TALKING BOOKS 

COMPACT DISCS 

VIDOES 

DVD 

OTHER 

TOTAL 


ADULT 

JUVENILE 

ADULT 

JUVENILE 

ADULT 

JUVENILE 

ADULT 

JUVENILE 



July 

0 

0 

41 

0 

0 

0 

17 

7 

2 

67 

August 

0 

0 

24 

2 

0 

0 

24 

2 

2 

54 

September 

0 

0 

21 

0 

0 

0 

10 

4 

7 

42 

October 

0 

0 

27 

0 

0 

0 

22 

8 

3 

60 

November 

0 

0 

22 

0 

0 

0 

24 

6 

3 

55 

December 

0 

0 

35 

0 

0 

0 

26 

6 

2 

69 

January 

0 

0 

31 

0 

0 

0 

24 

4 

2 

61 

February 

0 

0 

24 

0 

0 

0 

29 

4 

4 

61 

March 

0 

0 

23 

1 

0 

0 

31 

4 

4 

63 

April 

0 

0 

22 

0 

0 

0 

35 

5 

5 

67 

May 

0 

0 

21 

0 

0 

0 

31 

8 

8 

68 

June 

0 

0 

26 

0 

0 

0 

36 

4 

9 

75 












TOTAL 










742 


COMPONENT E: HEALTH 


In terms of health facilities, the area is serviced by a regional hospital, St Mary's, at KwaMagwaza. The 
hospital is approximately 9 km from Melmoth and is easily accessible to the community as KwaMagwaza is 
located along a provincial road and the majority of the towns and settlements are within a 20 km radius of 
the hospital. The area of KwaYanguye and surrounding settlements have longer to travel being within 30 
to 40 km of the hospital. 

With regard to clinics there are three clinics which are found at Melmoth, Ndundulu and KwaYanguye. This 
provides good coverage within a 5 km radius of these clinics, however, there are gaps in that Makasaneni, 
settlements south of KwaMagwaza, and the Ekuthuleni area have no clinic in close proximity to their 
communities. A mobile clinic is based at KwaMagwaza and may service these communities but this information 
is not readily available. There are also areas of the KwaYanguye settlement that fall outside of the 5 km radius 
of the existing clinic. The Mthonjaneni LUMS highlighted this as a concern and raised the issue of another clinic 
to service the area. This would be a good option, given that the KwaYanguye area is located between 30 and 40 
km from the hospital at KwaMagwaza with some settlements situated even beyond the 40 km buffer. 


COMPONENT F: SPORT AND RECREATION 


KZN-DSR SALGA GAMES 2014 

SALGA Games it’s an annual event with various sporting eodes whieh 
gives our youth an opportunity to showease their talents and expose them to 
professional sport. 

Our Munieipality partieipated with the following eodes: Soeeer (M), Volleyball 
(M), Netball (F), Rugby (M) and Athleties (M&F), Karate and Indigenous 
Games. 

Hundreds and seventy six(176) player from our area of jurisdietion 
partieipated in KZN-DSR SALGA GAMES 2014 Distriet elimination held on 
the 20 September 2015. 

INDIGENOUS GAMES 2014. 

Indigenous Games-Distriet Tournament it’s annually event hosted by 
Department of Sport and Reereation. 

Loeal Munieipalities under uThungulu Distriet Munieipality eome together to 
eompete and seleet the team that represent the Distriet in Provineial Games. 




In the past years Mthonjaneni Munieipality partieipated in this tournament 
with Ndundulu Hub and with reeruited partieipants from other areas within 
the munieipality. 

Seventy eighty athletes from Mthonjaneni munieipality partieipated to 
distriet elimination game whieh was held the 26 July 2014 at Kwasokhulu 
Sport Stadium (Mfolozi Munieipality) . 

MSHOLOZI SOCCER TOURNAMENT 2014. 

Mthonjaneni Munieipality partieipated in this soeeer event for the first in 
2014. 

This event is sponsored by the Kay Motsepe Foundation with an aim of 
promoting sport and aeeentuating the use of sport in order to aehieve peaee, 
soeial eohesion and youth development, espeeially in the rural areas not 
affiliated in football assoeiations. 

Mthonjaneni munieipality, sueeessfully, hosted Distriet elimination 1 1 
Oetober 2014 and players from Ndundulu, Thubalethu and Mgabhi area 
partieipated in the event. 


COACHING CLINIC: 

The eoaehing elinies were eondueted for eonveying knowledge from our 
professional eoaehes to our young player. 

The sessions involved various sporting eodes like Netball, Volleyball, 
Basketball, football and Karate. 

The program was held on 05’^'^ June 2015 at Melmoth Regional and 
Thubalethu Sport field. 


MTHONJANENI SPORT FESTIVAL 2015. 

The aim of the tournament eommemorate our professional players and eoaeh 
(Siphelele Mthembu, Sbonga Ndlovu and Roger Skhakhane. 

The tournament was also made for our loeal players to get an opportunity to 
display their talents and expose them to seouters from upper divisions. 


Sixteen teams from uThungulu and other Distriet partieipated in the 
tournament whieh had positive impaet on Loeal Eeonomie Development. 

The Tournament was hosted on the 06**^ June 2015 at Regional Sport 
Complex. 


CHAPTER 4 - ORGANISATIONAL DEVELOPMENT PERFORMANCE 
(PERFORMANCE REPORT 2013/2014) 


PRGANISATIONAL PERFORMANCE MANAGEMENT SYSTEM 
1- Legislative requiremen^ 


Outlined in Section 40 of the Municipal Systems Act of 2000 (MSA), Municipalities must establish mechanisms 
to monitor and review its Performance Management System (PMS) so as to measure, monitor, review, evaluate 
ind improve performance at organisational, departmental and employee levels. Section 34 of the MSA 
furthermore points out that the Integrated Development Plan (IDP) has to be reviewed on an annual basis, and 
that during the IDP review process the Key Performance Areas, Key Performance Indicators and Performance 
Fargets be reviewed and this review will form the basis for th e review of the Organisational Performance 
Management and Performance Contracts of Section 56 Managers. 


Fhe Municipal Planning and Performance Management Regulations (2001) stipulates that a "municipality's 
performance management system entails a framework that describes and represents how the municipality's 
Eycle and processes of performance planning, monitoring, measurement, review, reporting and improvement 
nrill be conducted, organised and managed, including determining the roles of the diff erent role-players" 
lChapter 3, Section 7, Municipal Planning and Performance Management Regulations, 2001). 


^ection 46 of the Municipal Systems Act (Act 32 of 2000), stipulates the following:- 


"Annual performance reports 


*6. (1) A municipality must prepare for each financial year a performance report reflecting ^ 

(a) the performance of the municipality and of each external service provider durin^ 

jthat financial year; 

|b) a comparison of the performances referred to in p aragraph (a) with targets set for 

^nd performances in the previous financi al year; and 

(c) measures taken to improve performance. 


(2) An annual performance report must form part of the mu nicipality's annual report in termi 

Of Chapter 12 of the Municipal Finance Management Act* 


j. Introduction 


Fhe first performance management framework was adopted by the Mthonjaneni Local Municipality in th( 
Z008/2009 financial year to align with the best practice guidelines s uggested by the then Department oj 
Provincial and Local Government and Traditional Affairs of KwaZulu Natal. 


Fhe Performance Management unit, residing in the Office of the Municipal Manager, was capacitated durind 
the 2013/2014 financial year with the appointment of an external service provider to deliver assistance with 
the institutionalization of the Performance Management System. During the 2013/2014 financial year a new 
Performance Management Framework an d Policy was developed and adopted by the Performance Audit 
Committee for the 2012/2013 financial year. 






>■ Organisational Performance Management Procea 


Key performance indicators have been refined in support of the municipality's development priorities and 
Bbjectives as set out in the revised IDP framework and will remain for the duration of the IDP period for 
Consistency in measuring and reporting on long term strategies and projects. Measurable performance targels 
■fith regard to each of these development priorities and objectives were estab lished. A process to ensure 
regular reporting is in place and is fed back to the Council via the Audit Committee. 


ndividual performance agreements and performance plans were prepared in line with provisions prescribed in 
the Performance Regulations (Notice 805, published on 1 August 2006 in the official gazette) and signed by the 
Municipal Manager, Deputy Municipal Manager and Heads of Department. These agreements are fulM 
Implemented and aligned with the S ervice Delivery and Budget Implementation Plan as required in terms of the 
Municipal Finance Management Act. 


'erformance Evaluation Panels have also been established for the assessment of performance of the Municipal 
Kanager as well as Managers directly accounta ble to the Municipal Manager. These panels meet on a 
juarterly basis to evaluate individual performance. 


rhe following diagram illustrates a summary of the newly developed performance management framework foi 
the Mthonjaneni Local Municipality for performance measurement and reporting, adhering to the g uidelines 
luggested by KwaZulu-Natal Province, Department for Cooperative Governance and Traditional Affairs: 


PERFORMANCE MANAGEMENT FRAMEWORK 
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fclBhonjaneni Performance Management Framework diagram 


4. Audit Committ^ 


Fhe Audit Committee for the 2013/2014 financial year was re-affirmed 


Fhe Audit Committee did meet as required by legislation on a quarterly basis. The minutes of meetings are 
Ivailable in the Portfolio of Evidence of the Municipal Manager. 


Auditing of Performance Information 


Fhe Municipal Systems Act, 2000, Section 45 requires that the results of performance measurements in terms 
Bf section 41 (l)(c), must be audited as part of the internal auditing process and annually by the Auditor- 
Beneral. All auditing must compl y with section 14 of the Municipal Planning and Performance Management 
Begulations, 2001 (Regulation 796). 


Fhe auditing of the Performance Management System and Audit o f Performance Information was performed 
tnd reports were received for each quarter in terms of the following: 


^arter 1 

Reviewth' 

thereto. 


.eview the functionality of the Performance Management System and management's compliance 
hereto 


jarter 2 


leview scorecards on a test basis to supporting evidence on a sample basis; 

lecord the system/systems (electronic and/or manual) that are used to generate the performance 

(nformation and perform walkthrough testing to validate (AOPI); andP 

*erform detailed testing on selected performance information (AOPI)] 


^arter 3 

Ensure compliance with the requirements of the PMS regulations for quarter 3. 


[}^arter 4: 

leview scorecards on a test basis to supporting evidence on a sample basid 

Perform detailed testing on selected performance information (AOPI); and^ 

Ensure the accuracy and validity of the information included in the annual report based on the 
Bvidence inspected, on a sample basis. 


Annual Organisational Performance Information 


Fhe Annual Performance Report for the 2013/2014 financial year has been completed and reflected in the 
Organisational Performance Scorecard in a table format (as prescribed by KZN CoGTA). The Organisational 
Performance Scorecard table will be pr esented to the Auditor General for auditing together with the Annual 
Financial Statements by 31 August 2014. 


Fhis Annual Performance Report (Tables) should be read in conjunction with the Annual Report, including the 
Hnnual Financial Statements as well a s Auditor General Report on the Annual Financial Statements and 
Performance Information for 2013/2014. 


Fhe following table reflects the organisational performance targets and achievements as reflected in the 
ntegrated Development Plan, in relation to the achievements of the previous financial years as well as 
reflecting corrective measures to be taken in the 2013/2014 financial year in cases of under achievement: 



Mthonjaneni Report on the Performance of Predetermined Objectives - 2013/2014 
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roads as 
per 

maintanac 



5 

5 

10 

5 

Director 

Technical 

Services 

2014.15 financial 
year. The 
contractor will be 

areas. 

e budget 







monited and 


within the 








regular site 


financiai 








inspections and 


year. 








meetings be 
conducted to 










ensure progress 
in made on site. 

To provide 

To 

100% 

Percentag 







access to 

construct 

completio 

e 







community 

bus 

ns of 

completio 







faciiities. 

sheiters. 

Constructi 

n of bus 



100% 

100% 





on 

Thubaleth 

shelter 



completed 

Director 





u Bus 






Technical 




Shelter 






Services 

Target Achieved 


To reduce 

infrastructu 

ral 

backlogs 

To 

facilitate 

the 

provision 

of 

infrastruct 

ural 

services 
such as 
water, 
sanitation 
and 

housing. 

Access to 
Housing 

Number 
of housing 
projects 
facilitated 

5 

5 

6 

6 

Director 

Technical 

Services 

Target Achieved 

Date of 
review of 
Housing 
Sector 
Plan(HSP 
) 

Review 
ed HSP 
30 
June 
2013 

Not 

achieve 

d 

Revied 
HSP by 
2014-03- 
30 

Not 

achieved 

Director 

Technical 

Services 

Target not 
Achieved. The 
municipality is 
awating 

comments from 
human 

settlement. The 
issue of the HSP 
will be included 
in the Agenda of 
the Housing 
forums meeting 
to ensure that 
Human 

Settlement 
addresses all 
issues related to 
the HSP. 
Continuous 
follow ups with 
the relevant 
officials from 
Human 

settlement will be 
conducted. 

Maintain 

Council 

immovable 

property/As 

sets. 

To 

maintan 
all Council 
buildings 
within the 
operations 
and 

maintanac 
e budget 
for the 

Maintenan 
ce of 

Council 

Facilities 

Percentag 
e of 

operation 
al budget 
spent on 
maintena 
nce and 
repairs 

4% 

4% 

30% 

95% 

Director 

Technical 

Services 

Target achieved 


IMPLEMENT A DIFFERENTIATED APPROACH TO MUNICPAL FINANCING 
PLANNING AND SUPPORT 




financial 

year. 









To create a 
viable and 
sustainable 
work 

environmen 

t 

To 

develop, 

manage 

and 

implement 

Human 

Resource 

Strategies 

Implement 
Workplace 
Skills Plan 

Date of 
approval 

30-Jun- 

14 

01-Jul- 

14 

30-Jun- 

14 

30-Jun-14 

Director 

Corporate 

and 

Communi 

ty 

Services 

Target achieved. 




Budgeted 

amount 

50000, 

00 

50000, 

00 

50000,0 

0 

50000,00 

Director 

Corporate 

and 

Communi 

ty 

Services 

Target achieved. 




Actual 

amount 

spent 

50000, 

00 

50000, 

00 

50000,0 

0 

50000,00 

Director 

Corporate 

and 

Communi 

ty 

Services 

Target achieved. 




Percentag 
e spent 

100% 

100% 

100% 

100% 

Director 

Corporate 

and 

Communi 

ty 

Services 

Target achieved. 


B.1.2. 

1 


B.1.2. 

2 


B.1.2. 

3 


B.1.2. 

4 


B.1.3. 

1 


To 

implement 

the 

Employme 
nt Equity 
Plan of 
the 

municipalit 

y 


To 

develop, 

review 

and 

implement 

municipal 


Equity 

Target 

Groups 

Employed 

in 

Managem 

ent 

Number 
of people 
from 

employme 

nt equity 

groups 

employed 

in the 

three 

highest 

levels of 

managem 

ent 

3 

4 

1 

1 

Director 

Corporate 

and 

Communi 

ty 

Services 

Target achieved. 

Women 

Employed 

in 

Organisati 

on 

Number 
of women 
employed 
by the 
municipali 

ty 

83 

83 

2 

2 

Director 

Corporate 

and 

Communi 

ty 

Services 

Target achieved. 

Youth 

Employed 

in 

Organisati 

on 

Number 
of youth 
employed 
in the 
municipali 

ty 

4 


4 

5 

Director 

Corporate 

and 

Communi 

ty 

Services 

Target achieved. 

People 

with 

Disabilities 

Employed 

in 

Organisati 

on 

Number 
of people 
with 

disabilities 
employed 
in the 
municipali 

ty 

0 

0 

0 

0 

Director 

Corporate 

and 

Communi 

ty 

Services 


Fill critical 
positions 

Percentag 
e of 
critical 
positions 
filled 

1 

1 

1 

1 

Director 

Corporate 

and 

Communi 

ty 

Services 

Target achieved. 







organigra 

m 









B.1.4. 

1 

Todevelop, 
review and 
implement 
performanc 
e 

manageme 
nt systems. 

To 

develop, 

review 

and 

implement 

Performan 

ce 

Managem 

ent 

System 

Review 

OPMS 

Scorecard 

Date of 

approval 

by 

Council 

2014- 

06-30 

2014- 

07-01 

2014-06- 

30 

2014-05- 

28 

Municipal 

Manager 

Target achieved. 

B.1.4. 

2 

Toensure 
annual 
report 
report is in 
place. 

Ensure 
that 
annual 
report is in 
place. 

Annual 
Performan 
ce Report 

Date of 
submissio 
n of draft 
APRto 

AG 

2013- 

08-31 

2013- 

09-01 

2013-08- 

31 

2013-08- 

31 

Municipal 

Manager 

Target achieved. 

B.1.4. 

3 

Todevelop, 
review and 
implement 
performanc 
e 

manageme 
nt systems. 

Prepare 
section 56 
performan 
ce 

agreemen 

ts 

Section 56 
Performan 

ce 

Agreemen 

ts 

Number 

of 

performan 

ce 

agreemen 
ts signed 

4 

4 

4 

4 

Municipal 

Manager 

Target achieved. 

B.1.4. 

4 

Ensure 

quartely 

performan 

ce 

eveluation 

s 

Performan 

ce 

Evaluation 

s 

Number 

of 

quarterly 

performan 

ce 

evaluation 

s 

4 

4 

4 

4 

Municipal 

Manager 

Perfomance 
Evaluation was 
not held during 
the first quarter, 
However a 
combined 
evaluation for 
first and second 
quarterwas held 
on the 21 

January 2014. 






To be 

To 

MFMA 

Percentag 







C.1.1. 

> 



financially 
viable by 
increasing 
revenue 

manage 
finances 
in line with 
the 

Complianc 

e 

e 

complianc 
e with 
MFMA 

100% 

100% 

100% 

100% 

Chief 

Financial 


1 

00 



and 

required 


Checklist 





Officer 

Target achieved. 


<c 

CL 

1— 


reducing 

legislation 

Revenue 

R value of 








o 

LU 

> 

Z 

LU 

LU 

O 

< 

LU 

costs 


Collection 

cash 

collected 

from 

22 000 
000 

26 242 
490 

8794069 

4 

69807194 

Chief 

Financial 



QC 

1 — 

Z 

< 

o 

z 




customers 





Officer 

Target achieved. 


C/D 

-z. 

Q 

< 

_i 

< 

o 

z 

LU 

_l 

_l 

LU 

o 

X 

LU 




R value of 

invoices 

raised 

220000 

00 

241748 

53 

#NAME? 

7095085. 

26 

Chief 

Financial 

Officer 

Target achieved. 


Q 

-z. 

< 

< 

o 

z 

z 

LL 

Q 

z 

< 

>- 

LU 

O 

> 

QC 

LU 

O 

O 



Debt 

coverage 

ratio 

(Total 

operating 

revenue 

received - 








z 

LL 

< 

CL 

_l 

co 

< 

> 

z 

Q 

> 

O 




operating 
grants) / 
Debt 

0.65 

0.65 

8.8 

8.8 

Chief 



o 

< 

CL 




service 





Financial 



z 

Z) 

o 

z 





payments 





Officer 

Target achieved. 


Q 

< 




Outstandi 

Outstandi 








LU 

> 

o 

QC 

LI- 




ng service 
debtors to 

ng service 
debtors / 








CL 





revenue 

revenue 

actually 

received 

1 

0.74 

15.4 

15.4 

Chief 









for 





Financial 









services 





Officer 

Target achieved. 








Cost 

coverage 

ratio 

(Avaiiabie 
cash at 
particuiar 
time + 
Investmen 
ts)/ 

Monthly 

fixed 

operating 

expeditur 

e 

5.92 

5.92 

9.9 

9.9 

Chief 

Financial 

Officer 

Target achieved. 


Totai 

Saiaries 

and 

Wages 

budget 

(inciuding 

benefits) 

R value of 
total 
Salaries 
and 

Wages 

Budget 

(including 

benefits) 

15 556 
000 

15 078 
139 

1966966 

2.85 

4880936 

Chief 

Financial 

Officer 

Target achieved. 


Totai 

operating 

expenditur 

e 

R value 

34 000 
000 

38 610 
100 

6952817 

4 

17092500 

.72 

Chief 

Financial 

Officer 

Target achieved. 


Totai 

operating 

budget 

R value 

49 556 
000 

49 093 
622 

6570358 

9 

18542839 

Chief 

Financial 

Officer 

Target achieved. 


Totai of 
grants and 
subsidies 
spent 

Percentag 
e spent 

80% 

81% 

80% 

100% 

Chief 

Financial 

Officer 

Target achieved. 

C.1.2. 

1 










C.2.1. 

1 

Toensure 

that 

transparen 
cy is 
attained 

Toensure 
reguiar 
reporting 
on SCM 
and 

Approvai 

ofSCM 

Poiicy 

Date of 
approval 
ofSCM 
Policy 

2013- 

06-30 

2013- 

06-30 

2014-06- 

30 

2014-06- 

28 

Chief 

Financial 

Officer 

Target achieved. 







Municipal 

Asset 

Update of 
Municipal 
Asset 

Date of 

approval 

of 

2013- 

2013- 

2014-06- 

2014-06- 



C.2.1. 






Register 

updated 

Asset 

06-30 

06-30 

30 

05 

Chief 

Financial 


2 







Register 





Officer 

Target achieved. 





Toensure 

The 

IDP 

Date of 











that the 
Council is 

preparatio 
n of an 

Review 

approval 

by 











striving 

IDP within 


Council 

2013- 

2013- 

2014-06- 

2014-06- 







towards its 

the 



06-30 

05-29 

28 

28 



D.1.1. 

1 

-Z. 

z 


vision and 
mission 

prescribed 

legal 

guideline 







Municipal 

Manager 

Target achieved. 

D.1.3. 

1 

o 

CL 

o 

1 — 
q: 

< 

CL 

o 

1 

o 

1— 

< 

CL 

o 

1 — 

QC 

< 

CL 

o 

1 

LU 

O 

z 

To provide 

sound 

external 

and internal 

communica 

tion 

Toensure 

effective 

Municipal 

structure 

i.e. 

Council, 

Council 

Meetings 

Number 
of Council 
meetings 
held 

11 

11 

4 

4 

Director 

Corporate 

and 

Communi 

ty 

Services 

Taget met. 

Council meetings 
are held quarterly 
as per schedule 
as approved by 
Council. 


ca 

ZD 

CD 

=) 

<c 

-Z. 

QC 

LU 

> 

o 

o 

Q 

O 

O 

O 


EXCO 

EXCO 

Number 






Taget met. 

D.1.3. 

2 

CL 

Q 

Z 

< 

LU 

o 

z 

< 

z 

QC 

LU 

CL 

Q 

Z 

< 

LU 

o 

z 

< 

z 

QC 

LU 


and Ward 
Committe 

es 

meetings 

of EXCO 
meetings 
held 

11 

11 

11 

11 

Director 

Corporate 

and 

Communi 

ty 

Services 

EXCO meetings 
are held every 
month as per 
schedule as 
approved by 
Council. 


O 

O 




Ward 

Number 





Director 


D.1.3. 

3 

o 

Q 

O 

O 

O 

o 

Q 

O 

O 

O 




Committe 

es 

of ward 
committee 
s held 

80% 

80% 

4 

4 

Corporate 

and 

Communi 

Target met. Ward 
committee 













ty 

Services 

meetings are 
held quarterly. 





Toensure 

Toensure 

Approval 

Date of 







D.2.2. 

1 




access to 
information 
accountabil 
ity. 

annual 
report is in 
place 

of Annual 
Report 

approval 
of Annual 
Report by 
Council 

2013- 

03-31 

2013- 

03-31 

2014-03- 

31 

3014-03- 

26 

Municipal 

Manager 

Target achieved. 


D.3.1. 

1 


SPATIAL PLANNING AND 
SPATIAL DEVELOPMENT 
FRAMEWORKS 


Toensure 

envlronmen 

tal 

sustalnablllt 
y and 

proper land 
use 

manageme 

nt 

To revlew 
and 

Implement 

munlclpal 

Spatlal 

Developm 

ent 

Framewor 

k. 

Spatlal 

Developm 

ent 

Framewor 

k 

Date of 

approval 

by 

Councll 

- 


2014-03- 

30 

2014-03- 

30 

Munlclpal 

Manager 

Target achleved 

E.1.1. 

1 

GOOD GOVERNANCE AND PUBLIC 
PARTICIPATION 

ENCOURAGING COMMUITY PARTCIPATION AND 
IN SERVICE DELIVERY 

Toensure 
that publlc 
partlclpatlo 
n structures 
are In place 

To 

facllltate 

effectlve 

communlt 

y 

partlclpatl 
on as 
promulgat 
ed In 
terms of 
Chapter 4 
of the 

MSA no 

27 of 2000 

IDP 

Roadshow 

s 

Number 

oflDP 

Roadsho 

ws 

3 

3 

6 

6 

Munlclpal 

Manager 

Target achleved. 

E.1.1. 

2 

Budget 

Roadshow 

s 

Number 
of Budget 
Roadsho 

ws 

3 

3 

6 

6 

Munlclpal 

Manager 

Target achleved. 

E.1.1. 

3 

IDP 

Represent 

atlve 

Forum 

Number 

oflDP 

Represent 

atlve 

Forum 

meetlngs 

held 

2 

2 

2 

2 

MM 

Target achleved. 

F.1.1. 

1 

F.1.2. 

2 

F.1.2. 

3 

IIVirLtlVltlN 1 CU UUMIVIUINI 1 T 

WORKPROGRAMMEAND 

COOPERATIVES 

Qi iDPnPTcn 

LOCAL ECONOMIC 
DEVELOPMENT 

SUPPORTING THE POOR 
ANDVULNERABLEGROUPS 


To 

Implement 

LED 

Strategy 

Revlew 

LED 

Strategy 

Date of 

approval 

by 

Councll 

30-Jun- 

13 

Not met 

2014-06- 

30 

Not 

achleved 

Dlrector 

Corporate 

and 

Communl 

ty 

Servlces 

Target Not met, 
due to 

unavalablllty of 
funds. A 

buslness plan wlll 
be prepared In 
the next flnanclal 
year and 
submltted to 
potentlal funders. 


COMPONENT A: INTRODUCTION TO THE MUNICIPAL PERSONNEL 


4.1 EMPLOYEE TOTALS, TURNOVER AND VACANCIES 
STAFF COMPONENT OFTHE MUNICIPALITY 

The Mthonjaneni municipality has a staff component of 84 employees who are permanently employed, and 47 
employees who are on contract. 

Given the limited resources, the municipality has a small directorate component having a pool of 
responsibilities, in particular the Directorate of Corporate Services which deals with issues of corporate affairs, 
community services, public safety, local economic development, and planning. 

The table below intends at summarising the Mthonjaneni Organogram through interpreting the number of 
vacant post within the municipal departments. The he municipality has resolved to fill the vacant Section 57 
posts of the Chief Financial Officer and Director Technical Services. The Director Technical Services post will be 
filled in during the 2013/14 financial year. The other vacant posts have been acknowledged as also being 
important and they will be filled in the next coming financial years. 

Table: Municipal Staff Status Quo 


Department 

No. of Filled Posts 

Vacant 

Total No. Of Post per Department 

Office of the Municipal 
Manager 

6 

5 

11 

Corporate & Community 
Services 

28 

6 

34 

Technical Services 

25 Permanent 

ISContract workers 

40 EPWP 

4 

29 Permanent 

80 EPWP 

Financial Services 

15 (Inc 5 Interns) 

3 

17 

TOTAL 



106 


COMPONENT B: MANAGING THE MUNICIPAL WORKFORCE 


INTRODUCTION 

The HR Strategies are in place and currently are implemented i.e. The post of the Municipal manager, Director 
corporate and community services, Chief financial officer and IDP/PMS manager were filled during the 2012/13 
financial year. The Technical Director has been advertised and will be appointed soon. This is done in order to 
ensure effective implementation of the municipal Organogram and Human Resource Strategies. All posts that 
are going to be filled are affected in line with the existing human resource strategies. 



EMPLOYMENT EQUITY 


In compliance with the Employment Equity Act (55 of 1998), the municipality has developed and implemented 
an Employment Equity Plan. 

SKILLS DEVELOPMENT 

The municipality has developed a comprehensive Workplace Skills Development Plan for the period under 
review in accordance with the relevant legislation. 

MUNICIPAL HUMAN RESOURCE STRATEGIES 

The municipality has developed a number of policies that deal with Human Resource issues. The following are 
the policies that have been adopted by Mthonjaneni in order to address institutional related matters it includes 
and are currently being implemented: 


• Recruitment, Selection, Promotion, Demotion, Transfer, and Appointment Policy 

• Training and Development Policy: The objective of this policy is: 

• Study Scheme Policy 


Other Human Resources Strategies (Policies) that have been adopted with the intension of ensuring that 
institutional matters are addressed in a democratic way and cost effective manner include the following 
policies and the these policies are also being implemented accordingly i.e.: 

■ Employment Equity Policy 

■ Overtime and Stand-by Policy 


MTHON.TANENI MUNICIPALITY 


4.2 POLICIES 


LIST OF POLICIES 

1. Banking and Investment 

2. Budget 

3. Credit control and debt collection 

4. Grants-in-aid 

5. Indigent support 

6. Tariffs 

7. Experiential training, in-services, volunteerism, internship and learnership 

8. Memorial services 

9. Overtime and standby 

10. Pauperburial 

1 1 . Attendance of conferences 

12. Recruitment, selection, appointments, transfer, promotion and demotion 

13. Study scheme 

14. Training and development 

15. Disciplinary Action and Grievance 

16. Travel and subsistence 

17. vehicles 

18. LeavePolicy 


4.5 SKILLS DEVELOPMENT AND TRAINING 


COMPONENT C: CAPACITATING THE MUNICIPAL WORKFORCE 


INTRODUCTION TO WORKFORCE CAPACITY DEVELOPMENT 

The table below reflects the munlclpal employees that attended tralnlng and the budget spent on 
capacltatlng employees durlng the 2014/2015 flnanclal year. 


STAFF TRAINING REPORT 2014/2015 


DEPARTMENT 

NO. OF 

EMPLOYEES 

TRAINED 

TRAINING PROGRAMME 

Corporate & 
Community 

Services 

2 

Records Management 

Financial Services 

1 

Advanced Diploma in Accounting 

Technical Services 

1 

Managing Projects with MS 

Projects 

Corporate Services 

2 

Fire & Emergency Rescue 

Technical Services 

1 

Advanced Switching course 

Technical Services 

2 

Electrical Assessment 

Corporate Services 

6 

Advanced Customer Excellence 

Finance 

2 

Technical Services 

2 

Electrical Course 1 

Corporate Services 

1 

Refresher Course Grade A 

Corporate 

1 

Grade B Examiner of Drivers 
Licenses 

Office of the MM 

1 

Bachelor of Public Admin 

Corporate Services 

1 

Bachelor of Public Admin 

Corporate Services 

1 

Fire officers Course 

Finance 

2 

IRP5 



Technical 

1 

Energy Efficiency 

Finance 

1 

MFMP 

Technical 

1 

Medium Switching course 

Office of the MM 

1 

Service Level Agreement Workshop 

Technical 

1 

Labour Intensive Road Repair 


CHAPTER 5 - FINANCIAL PERFORMANCE 


Highlights of Departmental Activities 


FINANCE DEPARTMENT 2012/13 FINANCIAL YEAR 

Assessment of the performance against the measurable performance objectives for Revenue collection 

The collected revenue as per measurable performance objectives from service charges is R47 863 648. 

The overall budgeted revenue including other services was R 84 839 994.While the actual revenue received 
amounted to R97 683 088. The higher than budgeted revenue is as a result of Traffic fines which were not 
budgeted for on accrual basis. The fines were previously budgeted for on cash basis.ln compliance with GRAP 
standards, the fines were also accounted for on accrual basis. 

Service charges: Electricity income realised was less by 2% than the budgeted income, the electricity illegal 
connections are the main challenge faced by the Municipality. 

Refuse removal income: The refuse removal income realised was 2% more than the budget (R 1 113 800). 

Interest on investments: Additional interest on investments was obtained due to better management of cash 
flows resulting in more investments being done in the financial year. 

Income from motor licencing fees was higher than expected due to increase in number of traffic fine tickets 
collected and also very high number of learners and drivers licences applicants from beyond municipal 
boundaries. 

Assessment of arrear municipal taxes and service charges. 

The overall debtors balance has increased by R 19 801 678, this is due to the Traffic fines debtors which was 
never recognised as debtors before, the R 21 485 920 is the Traffic fines debtors balance recognised in this 
financial year, however it a balance from 2012/2013 financial year records to 2013/2014 financial year. This 
was recognised in order to comply with GRAP 23 accounting standard. 

Electricity has an outstanding debt of R 2 452 613.11 in this 2013/2014 financial year. The Refuse removal 
service has an outstanding balance of R 432 754, while the Rates has an outstanding balance of R 3 492 203. 

The Municipality has amended its debt control policies to include clauses of services disconnection as 
per the applicable Acts on non-paying consumers; this is done to reduce the outstanding debtors 
balances. 




5.1 


STATEMENTS OF FINANCIAL PERFORMANCE 


STATEMENT OF FINANCIAL PERFORMANCE 

Description 

Original 

Budget 

Budget 
Adjustments 
(i.t.o. s28 & 

s31 Of The 

MFMA) 

Virement 

(i.t.o. 

Council 

Approved 

By-law) 

Final 

Budget 

Actual 

Income/ 

expenditure 

Unauthorised 

Expenditure 

Variance 

Actual 

Income 

As % Of 

Final 

Budget 

Actual 

Outcome As 

% Of Original 
Budget 


1 

2 

3 

4 

5 

6 

7 

8 

9 


R 

R 

R 

R 

R 

R 

R 

R 

R 

Financial Performance 










Property Rates 

6 650 000 

950 000 


7 600 

000 

7 505 885 


94115 

99 

113 

Service Charges 

19 435 000 



19 435 

000 

19 118 537 


316 463 

98 

98 

Transfers Recognised - 
Operational 

33 139 000 

-11 762 000 


21 377 

000 

30 770 383 


-9 393 

383 

144 

93 

Interest earned-external 

investment 

1 750 000 

2 050 000 


3 800 

000 

4 176 379 


-376 379 

110 

239 

Rental of facilities and equipment 

385 000 

-110 000 


275 000 

244 721 


30 279 

89 

64 

Fines 

1 902 000 

698 000 


2 600 

000 

15 831 162 


-13 231 

162 

609 

832 

Licences and permits 

2 832 000 



2 832 

000 

2 441 629 


390 371 

86 

86 

Government grants and subsidies 




0 



0 



Other Own Revenue 

755 000 

87 000 


842 000 

1 072 068 


-230 068 

127 

142 

External Loan 




0 



0 










0 



Total Revenue (Excluding Capital 
Transfers & Contributions) 

66 848 000 

-8 087 000 

- 

58 761 

000 

81 160 764 


-22 

399 

764,30 

138 

121 












Employee Costs 

18 556 000 

1 039 000 

54 413 

19 649 

413 

19 649 413 


0 

100 

106 

Remuneration Of Councillors 

2 879 000 

_ 


2 879 

000 

2 843 195 


35 805 

99 

99 

Debt Impairment 

1 200 000 



1 200 

000 

18 996 507 

-17 796 507 

-17 796 

507 

1 583 

1 583 

Depreciation & Asset Impairment 

3 700 000 



3 700 

000 

2 916 498 


783 502 

79 

79 

Finance Charges 

2 500 000 

-2 500 000 








Materials & Bulk Purchases 

17 456 000 



17 456 

000 

16 887 374 


568 626 

97 

97 

Transfers & Grants 







0 










0 



Contracted Services 

5 193 000 

1 589 000 

-1 901 

509 

4 880 

491 

4 040 941 


839 550 

83 

78 








0 



Other Expenditures 

12 276 000 

2 394 000 

1 847 096 

16 517 

096 

16 517 096 


0 

100 

135 








0 



Repairsand maintenance 

3 587 000 

-430 000 


3 157 

000 

2 114 893 


1 042 

107 

67 

59 








0 










0 










0 



Total Expenditure 

67 347 000 

2 092 000 

_ 

69 439 

000 

83 965 916 

-17 796 507 

-14 526 

916 

121 

125 

Surplus/(Deficit) 

-499 000 

-10 179 000 

_ 

-10 678 

000 

-2 805 152 

17 796 507 

-7 872 

848 

26 

562 


Transfers Recognised - Capital 

12 487 000 

13 623 000 


26 110 

000 

16 522 324 


9 587 

676 

63 

132 

Contributions Recognised - Capital 

& Contributed Assets 










Surplus/(Deficit) After Capital 

Transfers & Contributions 

11 988 000 

3 444 000 

_ 

15 432 

000 

13 717 172 

17 796 507 

1 714 

828 

89 

114 

Share Of Surplus/(Deficit) Of 

Associate 










Surplus/(Deficit For The Year 

11 988 000 

3 444 000 

_ 

15 432 

000 

13 717 172 

17 796 507 

1 714 

828 

89 

114 











Capital Expenditure & Funds Sources 










Capital Expenditure 










Transfers Recognised - Capital 

12 487 000 

13 623 000 


26 110 

000 

16 522 324 


9 587 

676 

63 

132 

Public Contributions & Donations 










Borrowing 










Internally Generated Funds 

21 713 000 

7 235 000 


28 948 

000 



28 948 

000 

0 

0 

Total Sources Of Capital Funds 

34 200 000 

20 858 000 

_ 

55 058 

000 

16 522 324 

“ 

38 535 

676 

30 

48 





















Cash flows 










Net Cash From (Used) Operating 

42 817 000 

-32 460 000 


10 357 

000 

8 795 445 


1 561 

555 

85 

21 

Net Cash From (Used) Investing 

-34 200 000 

-20 858 000 


-55 058 

000 

-29 746 485 


-25 311 

515 

54 

87 

Net Cash From (Used) Financing 

60 000 



60 000 

13 986 


46 014 

23 

23 

Cash/Cash Equivalents At The Year End 

8 677 000 

-53 318 


-44 641 

-20 937 

- 

-23 703 

47 

-241 




000,00 

- 

000,00 

054 


946 














5.2 GRANTS PERFORMANCE 




GRANT PERFORMANCE 



R'OOO 


DESCRIPTION 

YEAR 2012 

YEAR 2013/2014 

2013/2014 VARIANCE 

ACTUAL 

BUDGET 

ADJUSTMEN 

TS 

BUDGET 

ACTUAL 

ORIGINAL 

BUDGET 

(%) 

ADJUSTM 

ENTS 

BUDGET 

(%) 

OPERATING TRANSFERS 

AND 







GRANTS 








NATIONAL GOVERNMENT 


48 717 676 

43 757 000 

37 236 572 

37 236 571 

-26 

0 

EQUITABLE 








SHARE 


25 107 000 

27 730 000 

17 035 000 

17 035 000 

-63 

0 

MSIG 


800 231 

890 000 

890 000 

890 000 

0 

0 

FMG 


1 500 187 

1 650 000 

1 650 000 

1 650 000 

0 

0 

ELECTRIFICATIO 








N 


11431 829 






MIG 


9 017 676 

12 487 000 

16 522 325 

16 522 324 

24 

0 

EPWP 


860 753 

1 000 000 

1 139 247 

1 139 247 

12 

0 

PROVINCIAL GOVERNMENT 


13 876 461 

1 869 000 

634 000 

634 000 

-195 

0 

LIBRARY,ECONOMIC 

DEV, 







LIBRARY 


13 876 461 

1 869 000 

634 000 

634 000 

-195 

0 

DISTRICTMUNICIPALITY 


49 584 


265 000 

265 000 

100 

0 

BUS 








SHELTERS 


49 584 


265 000 

265 000 

100 

0 

OTHER GRANT PROVIDERS 
















TOTAL OPERATING TRANSFERS 







ANDGRANTS 


62 643 721 

45 626 000 

38 135 572 

38 135 571 

-121 

0 


5.3 ASSET MANAGEMENT 


CAPITAL EXPENDITURE - NEW ASSETS PROGRAMME 




Description 


Budget Year 2013/14 


varience 


Actual 

2012/13 

Original 

Budget 

Adjusted 

Budget 

Actual 

2013/14 

Original 

Budget 

Adjusted 

Budget 








R thousands 














Infrastructure 

29 979 

27 487 

43 670 




Infrastructure - Road transport 

18 756 

12 

487 

16 522 




Roads, Pavements & Bridges 

18 336 

12 487 

16 522 




Storm water 

419 






Infrastructure - Electricity 

11 152 

15 000 

26 263 




Generation 







Transmission & Reticuiation 

11 152 

15 000 

26 263 




Infrastructure - Other 

104 






Waste Management 

104 













Communitv 

7 466 






Sportsfieids & stadia 

77 






Recreationai faciiities 

1 844 






Other 

5 545 






Other assets 


6 713 

9 213 




Generai vehicies 


900 

1 610 




Speciaiised vehicies 




— 




Plant & equipment 

143 

5 363 

6 653 




Computers 

hardware/equipment 

71 

5 

155 




Furniture and other office 
equipment 

175 

95 

245 




Abattoirs 







Civic Land and Buiidings 







Other Buiidings 



550 






113 

350 






1 525 




















Total Capital Expenditure - 
Standard 

39 505 

34 200 

55 058 











Funded bv: 







National Government 

39 505 

12 487 

26 110 




Provincial Government 







District Municipality 







Other transfers and grants 







Total Capital transfers 

recognised 

39 505 

12 487 

26 110 




Public contributions & 

donations 







Borrowing 







Internally generated funds 


21 713 

28 948 




Total Capital Funding 

39 505 

4 200 

55 058 





COMPONENT B: SPENDING AGAINST CAPITAL BUDGET 


5.5 CAPITAL EXPENDITURE 


FINANCIAL PERFORMANCE OF OPERATIONANL 
SERVICES 





Description 


Budget Year 2013/14 


varience 


Actual 

Original 

Budget 

Adjusted 

Budget 

Actual 

Original 

Budget 

Adjusted 

Budget 

2012/13 



2013/14 



R thousands 














Expenditure BvTvpe 

_ 






Employee related costs 

15 108 

18 556 

19 595 

19 649 

-0,06 

-0,00 

Remuneration of councillors 

2 666 

2 879 

2 879 

2 843 

0,01 

0,01 

Debt impairment 

83 


_ 

18 997 

100,00 

100,00 

Depreciation & asset impairment 

3 199 

3 700 

3 700 

3 199 

0,14 

0,14 

Finance charges 

- 

2 500 

- 


1,00 


Bulk purchases 

14 295 

17 456 

17 456 

16 887 

0,03 

0,03 

Other materials 

2 192 

3 587 

3 158 

2 115 

0,41 

0,33 



Contracted services 

3 204 

5 193 

6 782 

4 041 

0,22 

0,40 

Transfers and grants 



- 




Other expenditure 

22 862 

12 276 

14 669 

16 517 

-0,35 

-0,13 

Loss on disposal of PPE 



_ 




Total Expenditure 

63 609 

66 146 

68 239 

70 286 




5.7 CAPITAL SPENDING ON 5 LARGEST PROJECTS 


CAPITAL EXPENDITURE OF 5 LARGEST 

PROJECTS * 

R'OOO 



Current: Year 

2013/2014 

Viriance: Year 

2013/2014 

Name of Project 

Origin 

al 

Adjustme 

nt 

Actual 

Original 

Adjustme 

nt 


Budge 

t 

Budget 

Expenditur 

e 

Varianc 

e (%) 

Variance 

(%) 

A - Roads 

16522 

16522 

12186 

-35,58% 

-35,58% 

B - Rural Electrification 

11263 

11263 

10510 

-7,16% 

-7,16% 

C - Bus Shelter 

265 

265 

215 

-23,26% 

-23,26% 

D - Ndundulu Market Stalls 

2174 

2174 

2485 

12,52% 

12,52% 

*Projects with the highest 

expenditure in Year 2013/2014 







5.9 CASH FLOW 


Cash Flow Outcome 


2012/2013 

2013/2014 


Audited 

Original 

Adjusted 


Description 

Outcome 

Budget 

Budget 

Outcome 

Cash Flow from Operating Activities 

Receipts 





Ratepayers and other 

35627000 

37553000 

37553374 

32575208 

Government-operating 

28777000 

33139000 

21209000 

21279256 

Government-capital 

38855000 

12487000 

12487000 

12487000 

Interest 

2250000 

2328000 

2753000 

4176379 

Dividends 





Payments 





Suppliers and employees 

-53227000 

-63645513 

-63645513 

61722398 

Finance charges 

-1180000 




Transfer and Grants 

-240000 




NET CASH FRM/{USED) OPERATING ACTIVITIES 

50862000 

21861487 

10356861 

8795445 

CASH FLOW FROM INVESTING ACTIVITIES 

Receipts 

Proceeds on disposal of PPE 

Decrease (increase) in non-current debtors 

Decrease (increase) other non-current receivables 
Decrease (increase) in non-current investments 

Payments 


20919000 

20919000 


Capital Assets 

-62215000 

-34200094,6 

-55058000 

29746485 

NET CASH FROM /(USED) INVESTING ACTIVITIES 

-62215000 

-13281094,6 

-34139000 

29746485 

CASH FLOW FROM FINANCING ACTIVITIES 





Receipts 





Short term loans 





Borrowing long term/refinancing 

15 000 000 




Increase (decrease) in consumer deposit 

Payments 

50000 

60000 

60000 

13986 

Repayment of borrowing 

-1120000 




NET CASH FROM/ (USED) FINANCING ACTIVITIES 

13930000 

60000 

60000 

13986 

NET INCREASE/ (DECREASE) IN CASH HELD 

2577000 

8640392,43 

-23722139 

20937054 

Cash/cash equivalents at the year begin: 

38 143 518 

63403776 

71054000 

67040721 

Cash/cash equivalents at the year end: 

40 720 518 

72044168,43 

47331861 

46103667 


5.10 BORROWING AND INVESTMENTS 

The Municipality does not have any borrowings. The following are investments made by the Municipality in 
different financial organisations. 


Municipality Investments 



R'OOO 



2012 

2013 

2014 

Investment type 


Actual 

Actual 

Actual 

Fixed Deposit 




6333920,18 

Fixed Deposit 




9083626,03 

Fixed Deposit 




500 000 

Fixed Deposit 




1540000,4 

Fixed Deposit 




9 000 000 

Fixed Deposit 




25870397,26 


T 5.11.1 


COMPONENT D: OTHER FINANCIAL MATTERS 


5.12 SUPPLY CHAIN MANAGEMENT 

The Municipality has adopted the Supply chain Management policy in line with the SCM Regulations 2005. The 
Municipality is facing a challenge to meet the requirement is SCM regulations where it requires the Bid 
Adjudication to have 4 Senior Managers. The Municipality only has 3 Senior Managers and the Municipal 
Manager; therefore it is not possible to have 4 senior managers in the Bid adjudication committee. The SCM 
Practitioner has completed the MFMA Competency levels course as required by MFMA Competency levels 
Regulations. The two officials have not yet finished the course. 


5.13 GRAP COMPLIANCE 


The Annual Financial Statements of the Municipality are prepared in terms of GRAP.The GRAP standard 
adopted by the Municipality in this 2013/2014 financial year is GRAP 25 for employee benefits which was 
previously lAS 19. Also the amended GRAP Standards are applied as per amendment by the Municipality. The 
Key officials are sent for training on new and amended GRAP standard for better understanding and application 
of GRAP standards. 



CHAPTER 6 - AUDITOR GENERAL AUDIT FINDINGS 


REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU- NATAL PROVINCIAL LEGISLATURE AND THE COUNCIL ON 
THE MTHONJANENI MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 


Introduction 

1. I have audited the financial statements of the Mthonjaneni Municipality set out on pages xx to 
XX, which comprise, the statement of financial position as at 30 June 2014, the statement of 
financial performance, statement of changes in net assets, cash flow statement and statement 
of comparison of budget information with actual information for the year then ended, and the 
notes, comprising a summary of significant accounting policies and other explanatory 
information. 


Accounting officer's responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the financial 
statements in accordance with the South African Standards of Generally Recognised 
Accounting Practice (SA Standards of GRAP) and the requirements of the Local Government: 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003 ) (MFMA) and the 
Division of Revenue Act of South Africa, 2013 (Act No. 2 of 2013) (DoRA), and for such internal 
control as the accounting officer determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 


Auditor-General's responsibility 

3. My responsibility is to express an opinion on the financial statements based on my audit. I 
conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 
2004) {PAA}, the general notice issued in terms thereof and International Standards on 
Auditing. Those standards require that I comply with ethical requirements and plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the municipality's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
municipality's internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

5.1 believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis 
for my audit opinion. 

Opinion 

6. In my opinion, the financial statements present fairly, in all material respects, the financial 
position of the Mthonjaneni Municipality as at 30 June 2014, and its financial performance and 
cash flows for the year then ended in accordance with SA Standards of GRAP and the 
requirements of the MFMA and DoRA. 


Emphasis of matter 



7. 1 draw attention to the matters below. My opinion is not modified in respect of these matters: 

Restatement of corresponding figures 

8. As disclosed in note 48.2 to the financial statements, the corresponding figures for 
30 June 2013 have been restated as a result of errors discovered during the year ended 
30 June 2014 in the financial statements of the municipality at, and for the year ended 
30June2013. 


Material losses 

9. As disclosed in note 43 to the financial statements, the municipality has incurred electricity 
distribution losses of R 693 141 due to theft and distributions. 


Additional matters 

10. 1 draw attention to the matters below. My opinion is not modified in respect of these matters. 


Unaudited supplementary information 

11. The supplementary information set out on pages XX to XX does not form part of the financial 
statements and is presented as additional information. I have not audited this schedule and, 
accordingly, I do not express an opinion thereon. 

Unaudited disclosure notes 

12. In terms of section 125(2) (e) of the MFMA the municipality is required to disclose particulars of 
non-compliance with the MFMA. This disclosure requirement did not form part of the audit of 
the financial statements and accordingly I do not express an opinion thereon. 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

13. In accordance with the PAA and the general notice issued in terms thereof, I report the 
following 

findings on the reported performance information against predetermined objectives for selected 
objectives presented in the annual performance report, non-compliance with legislation as well 
as internal control. The objective of my tests was to identify reportable findings as described 
under each subheading but not to gather evidence to express assurance on these matters. 
Accordingly, I do not express an opinion or conclusion on these matters. 


Predetermined obiectives 

14. I performed procedures to obtain evidence about the usefulness and reliability of the reported 
performance information for the following selected objectives presented in the annual 
performance report of the municipality for the year ended 30 June 2014: 


Objective 1: service delivery and infrastructure on pages xto x 
Objective 5: local economic development on pages x to x 

15. I evaluated the reported performance information against the overall criteria of usefulness and 
reliability. 

16. I evaluated the usefulness of the reported performance information to determine whether it was 
presented in accordance with the National Treasury's annual reporting principles and whether 
the reported performance was consistent with the planned objectives. I further performed tests 
to determine whether indicators and targets were well defined, verifiable, specific, measurable, 
time bound and relevant, as required by the National Treasury's Framework for managing 
programme performance information 

17. I assessed the reliability of the reported performance information to determine whether it was 
valid. accurate and complete. 

18. I did not raise any material findings on the usefulness and reliability of the reported performance 
information for the selected objectives. 


Additional matter 

19. Although I raised no material findings on the usefulness and reliability of the reported 
performance information for the selected objective, I draw attention to the following matter 

Achievement of planned targets 

20. Refer to the annual performance report on pages xto xfor information on the achievement of 
the planned targets for the year. 

Material adjustments to the annual performance report 

21. I identified material misstatements in the annual performance report submitted for auditing on 
the reported performance information for the service delivery and infrastructure objective. As 
management subsequently corrected the misstatements. 

Compliance with legislation 

22. I performed procedures to obtain evidence that the municipality had complied with applicable 
legislation regarding financial matters. financial management and other related matters. My 
findings on material non-compliance with specific matters in key legislation. as set out in the 
general notice issued in terms of the PM, are as follows: 


Annual financial statements 

23. The annual financial stateme~ts were subject to material adjustments as a result of the audit. 
These adjustments constituted non-compliance with section 122(1 }(a) of the MFMA. Material 
misstatements in disclosure items identified by the auditors were subsequently corrected, 
resulting in the financial statements receiving an unqualified audit opinion. 

Expenditure management 

24. Reasonable steps were not taken to prevent irregular expenditure. as required by section 62(1) 
(d) of the MFMA. 


Procurement and contract management 

25. Persons in the service of the state did not disclose that they were employed by the state and 
transacting with the municipality, in contravention of Municipal Supply Chain Management 
Regulation 44(SCM). 

26. Goods and services with a transaction value of below R200 000 were procured without 
obtaining the required price quotations as required by SCM regulation 17(a} & (c). 


Internal control 


27. I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with laws and regulations. The matters reported below 
under the fundamentals of internal control are limited to the significant deficiencies that resulted 
in the findings on compliance with laws and regulations included in this report. 

Leadership 

28. Management have not implemented oversight responsibilities over the financial statement and 
annual performance report preparation, compliance with SCM regulations. 

Financial and performance management 

29. Management has not implemented adequate controls to ensure that the financial statements 
are prepared in accordance with the Standards of GRAP and are supported by accurate and 
reliable evidence, as material misstatements were identified in the financial statements during 
the audit. 

30. Management did not implement controls over procurement of goods and services to ensure that 
they complied with the requirements of the SCM Regulations and the MFMA. 

Governance 

31. The internal audit function and audit committee did not review the internal controls over financial 
management by evaluating controls to determine their effectiveness and efficiency, as a number 
of misstatements were noted in financial management that require adjustments 


OTHER REPORTS 


Investigations 

32. The Hawks performed an investigation into the facilitator of the community participation 
workshop. The matter was closed as no sufficient evidence was provided. 


ACTION PLAN FOR EXTERNAL AUDIT REPORT 2013/2014 


Report paragraph 

Response 

Action plan 

Responsib 
le Official 

Target date 

EMPHASIS OF MATTER 

PARAGRAPHS 

Material losses 

1. As disclosed in note 43 of the 
financial statements, material losses to 
the amount of R 693141 were incurred 
as a result of electricity distribution 
losses. 

The 

distribution 
iosses are as 
a resuit of 
eiectricity theft 

The measures wiii be 
put in piace to identify 
the accounts with no 
movements in terms of 
buying eiectricity 
monthiy 

The technicai team 
reguiariy checks the 
metres to identify if 
there is any fauity 
metres and then 
repiace them. 

CFO 

DIR 

TECHNIC 

AL 

SERVICES 

30/01/2015 

ongoing 

ongoing 

MONITORING OF THE ABOVE 

Technical Department has found that 
there are electricity customers who are 
able to connect themselves after being 
disconnected by the Municipality.Those 
customers are being monitored daily and 
they pay the penalty fee for illegal 
connections." 





The AFS submitted for auditing were not 
prepared in all material respect in 
accordance with the requirements of S 122 
of the MFMA 

The daily , 
monthly and 
annual 

reconcilliation 

s will be 
perfomed and 
also the 
monthly AFS 
will be 
produced to 
avoid the non 
compliance 
with sl22 of 

MFMA. 

The daily , monthly 
and annual 

reconcilliations will be 
perfomed and also the 
monthly AFS will be 
produced to avoid the 
non compliance with 
sl22 of MFMA. 

CFO 

MONTHLY 
ONGOING 30 
JUNE2015 


77 




MONITORING OF THE ABOVE: 

Thedaily, monthly and annual 
reconcilliations are perfomed and also the 
Quarterly AFS are being prepared to avoid 
non compliance with sl22 of MFMA. 





Annual perfomance report 

The annual perfomance report submitted 
for auditing on basic service delivery and 
infrastructure development contained 
material misstatements. 



Njabulo 


MONITORING OF THE ABOVE 





PROCUREMENT AND CONTRACT 

MANAGEMENT 

AWARDS TO PERSONS IN THE SERVICE OF 

THE STATE 

SCM Regulation prohibits the awards to 
persons or entitides owned/ managed by 
them if they are in the in the service of the 
auditee( ie employees and councillors) or if 
they are in the service of the state 
institution. The audit included the 
identification of such prohibited awards. 

An amount of R4 908 205 was found to be 

the award to the officials in the state 

institutions 

The suppliers 
do sign a 
declarations of 

interest that 
they are not 
employed by 
the state. 

The letter will be 
written to a supplier 
notifying of the fact 
that he/she is in the 
service of the state. 

CFO 

30/01/2015 






DEVIATIONS FROM PROCUREMENT 

PROCESSES 

Procurement was made without obtaining 

3 quotations 

The 

procurement 
was made 

without 
obtaining 3 
quotations 

on 

circumstances 

where it was 
impractical to 
obtain the 
quotations. 

The 3 quotations will 
be 

obtained in all 
procurements 

CFO 

30/01/2015 

MONITORING OF THE ABOVE 






78 







INFORMATION TECHNOLOGY 

Password rules configured are not in line 
with those stipulated in the information 
security policy and leading practice 

Rules set on 

ABAKUSand 

PAYDAY 

system were 

inadequate 

and not 

aligned to 

password 

requirements 

stipulated in 

information 

security 

technology. 

The password history 

on 

PAYDAY system has 

now 

been set to 12 

Director 

Corporate 

services 


ACCESS AND LOGON VIOLATIONS NOT 

MONITORED 

Information security audit trails for access 
and logon violations were not being 
reviewed and monitored 

audit trails for 

access and 

logon 

violations 

were not 
being 

reviewed and 

monitored 

The outstanding logs 
will 

be enabled and review 
logs 

will be added on 
mpnthly 
checklist of 
Municipality's 
information 
technology 

Director 

Corporate 

services 


STANDARS NAMING CONVENTION NOT 

CONSISTENTLYAPPLIED 

The 

information 
security 
policy states 
that USER ID's 

for ABAKUS 

should be 
assigned 
using the job 
title followed 
by 

underscore 

and initials 

and surname 

standard naming 

convention 

has been applied 

Director 

Corporate 

services 


NETWORK DIAGRAM NOT APPROVED 

Network 
diagram not 
been 

approved by 

IT steering 
Committee 

Network diagram will 
be 

submitted to 
management 
and IT steering 
Committee 

for finalisation. 

Director 

Corporate 

services 
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TERMINATED EMPLOYEES USER ACCOUNTS 

STILLACTIVE ON ABAKUS 

Terminated 
employees 
still active on 
abakus system 

Management will 
disable the access of 

the terminated 
employees 

Director 

Corporate 

services 


ACCESS REVIEWS AND MONITORING 

PROCESSES NOT PERFOMED FOR CONLOG 

AND ABAKUS 

User access 

reviews had 

not 

been 

perfomed for 
CONLOG 

The user account 
management 
procedure document 
will be updated to 
include controls will 
be perfomed on user 
access reviews for 
CONLOG system 

Director 

Corporate 

services 


SYSTEM CHANGES NOTTRACKED AND 

CHANGE APPROVAL DOCUMENTATION 

NOT MAINTAINED 

Approved 
change 
request 
forms for 

normal and 

emergency 
changes are 
not 

maintained 

Management will 

ensure 

that developers 
follow the 

change management 
process , 

when making changes 
to production 
environment 

Director 

Corporate 

services 


PHYSICALAND ENVIRONMENTAL 

CONTROLS FOR THE SERVER ROOM NOT 

ADEQUATELY 

IMPLEMENTED 

ABAKUS is 

located in an 

inadequate 

environment 

where access 

is not 

restricted 

with the 
following 
environmental 

controls not 
being 

implemented. 

Management will 
relocate 

the abakus server to a 

secure 

location 

Director 

Corporate 

services 


THE BUSINESS CONTINUITY PLAN IS NOT 
DEFINED, DOCUMENTED AND APPROVED 

Municipality 
did not have 
a BCP in place 
to continue 

critical 

business 
operations 
and maintain 
availability of 
information at 

a level 

acceptable to 

BCP will be developed 
and submitted to the 

relevant authorities 
for approval 

Director 

Corporate 

services 



80 



themunicipalit 
y in the event 
of a significant 
disruption 




BACKUP PROCEDURES NOTALIGNEDTO 

LEADING PRACTICE REQUIREMENTS 

Restoration 
testing 
perfomed 
for the period 
under review 

was not 

maintained 

Backup restoration 
testing 

will be included as 
part of 

the IT monthly 
checklist for 
operations 

Director 

Corporate 

services 


IT FUNCTIONALITY NOT FULLY 

CAPACITATED 

Municipality 
still in process 
of appointing 
an individual 

to fill IT 

Support 

officer 

position 

The post for IT officer 
will be 

advertised externally 
and a suitable 

candidate will then be 
appointed. 

Director 

Corporate 

services 


THE CURRENT PERFOMANCE OF THE 

SERVICE PROVIDERS IS NOT MONITORED 

FORCOMPLIANCE 

AND PERFOMANCE 

Service 
perfomance 
report 
and meeting 
minutes are 

not 

maintained for 

PAYDAY AND 

ABAKUS 

Management will 

ensure 

that rolesand 
responsibilities 
for SLA be defined 

within the 

IT department 

Director 

Corporate 

services 
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APPENDIX G - RECOMMENDATIONS OF THE MUNICIPAL AUDIT COMMITTEE 
YEAR 2013/2014 


Honourable Speaker, Mayor and the Councillors, the Audit Committee (AC) takes the liberty of 
thanking you for this opportunity to present the Audit Committee Report for the period July 2013 to 
June 2014. 

The AC has three independent member appointed by Council. Other invited members by the AC 
during the period under review, include amongst others: 

The Mayor, Chairperson of MPAC, Management and representatives from the Office of the Auditor- 
General, COCTA and Department of Finance. 

Mr. Coetsee is the elected chairperson of the Audit Committee. In terms of Section 166 (4) (b) of the 
MFMA, the Audit Committee must meet as often as required to perform its functions, but at least four 
times a year. In so far as the twelve months under review is concerned, the AC hold the meetings as 
required. 

Section 1 65(1 ) of the MFMA states that each municipality must have an internal audit function. Further, 
Section 166(1) states that each municipality must have an audit committe. 

The AC is an independent advisory body that carries its functions in terms of Section 66 of the MFMA 
and the King Reports on Corporate Governance. In terms of the Auditor-General, the AC should be 
effective throughout the year and meet on a predetermined regular basis. 


The Committee is pleased to declare that it has in terms of the approved Audit Committee Charter, and 
requirements stated above, has performed its functions in the best interest of Council, management 
and the community. 

Amongst the activities of the AC, the review and comment on the Report of the Auditor-General on the 
Position of the Mthonjaneni Municipality, is required. 

The AC congratulates the Council, Municipal Manager and in particular the Municipal Department of 
Finance, headed by the CFO, for their efforts and hard work bringing together the results as indicated 
in the report. Although it is not a clean report, we accept the challenges the Municipality faced, and are 
happy with the improvement from the previous year. 

We would like to thank the Council, the Municipal Manager, the CFO, the internal audit unit, 
representatives from the Dept. of Local Government, the office of the Auditor-General and other roll 
players for the support they have provided during the period under review. 
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APPENDIX I - SERVICE PROVIDER PERFORMANCE SCHEDULE 


The monitoring of the service provider performance is ensured through the signing of the Service Levei Agreement. It is currentiy being done by 
user department ieveis. The end user department is providing monthiy reports to the SCM unit as weii. Service providers who faii to perform are 
reported to SCM and the necessary action is taken inciuding the termination of the contract or canceiiation of an order. 


The foiiowing are the service providers engaged in each business unit during the 2013/14 financiai year. 


Assessment of External Service Providers 

External Service Provider 

Service provided in 
terms of signed SLA 

Performance Target/ 
Time-frames 

Assessment of Service 
Provider’s Performance 

PoE and 
Corrective 
measure in case 
of 

underperformanc 

e 

Anvisa Piants and Civiis 

Contractor Urban Roads 
Project 

Project to be compieted 
by 7 August 2014 

Target Met 

Compietion 

certificate. 

Dee Dee Enterprise 

Rurai Roads Project 

Project to be compieted 
by 30 June 2014 

Target Met 

Compietion 

certificate 

A 1 Eiectricai 

Rurai Eiectrification 

To be compieted by 1 9 
August 2014 

Target Met 

Compietion 

certificate 

Fujitsu 

To provide biiiing system 
to the Municipaiity 

Daiiy Biiiing transaction 
monthiy report 

.Target Met 

Accounts out on 
time 

Coniog 

Prepaid eiectricity System 

Daiiy operation system 
for the 201 3/1 4 financiai 
year. 

Target Met, System operating on 
a daiiy basis. 

Dupiicate receipts 
of eiectricity soid. 

Payday 

Provide Payroii system for 
the Municipaiity during the 
2013/14 financiai year. 

Provide service during 
the 2013/14 financiai 
year. 

Target met. 

Paysiips 




APPENDIX J - DISCLOSURES OF FINANCIAL INTERESTS 



Disclosures of Financial Interests 



Period 1 July to 30 June 2014 


Position 

Name 

Description of financial 
interest( nil/ details) 





Mayor 

SM Ndlangamandla 

Nil 


Members of Exco 





GVP Gumede 

Nil 



MN Biyela 

Nil 






Councillor 

E Masikane 

Nil 



H K L Zungu 

Nil 



M Khuzwayo 

Nil 



E Ntombela 

Nil 



S Zulu 

Nil 



E Mgenge 

Nil 



B K Biyela 

Nil 






Municipal Manager 

RP Mnguni 

Nil 


Chief financial officer 

TN Simamane 

Nil 


DirectorTechnical Services 

PTXulu 

Nil 


Director Community and Corporate 

Services 

GB Buthelezi 

Nil 








APPENDIX K: REVENUE COLLECTION PERFORMANCE BY VOTE AND BY 
SOURCE 


APPENDIX K (i): REVENUE COLLECTION PERFORMANCE BY VOTE 






Revenue Collection Performance by Vote 










R' 000 




Year- 

2012/13 

Current Year: 2013/14 

Year 2013/14 

Variance 


Vote 

Description 


Actual 

Origina 

1 

Adjuste 

d 

Actual 

Original 

Adjustment 

s 





Budget 

Budget 


Budget 

Budget 

Vote 

1 

COUNCI 

L 


_ 

_ 

_ 

_ 

“ 

_ 

Vote 

2 

MUNICIPAL MANAGER 

_ 

_ 

_ 

_ 

“ 

_ 

Vote 

3 

FINANCIALSERVICES 

51 

188,00 

41 

598,00 

34 

788,00 

36 

433,00 

0,88 

0,95 

Vote 

4 

CORPORATE AND 

COMMUNITYSERVICES 

27,00 

22,00 

22,00 

34,00 

1,55 

0,65 

Vote 

5 

PUBLICSAFETYFIRE 

_ 

_ 

_ 

_ 

“ 

_ 

Vote 

6 

PUBLIC HEALTH 

30,00 

_ 

_ 

_ 

“ 

_ 

Vote 

7 

PROTECTION SERVICES 

4 

922,00 

5 

056,00 

5 

756,00 

5 

694,00 

1,13 

1,01 

Vote 

8 

TECHNICALSERVICES 

4 

814,00 

13 

099,00 

19 

481,00 

17 

179,00 

1,31 

1,13 

Vote 

9 

REFUSE REMOVAL 

992,00 

1 

115,00 

1 

115,00 

1 

142,00 

1,02 

0,98 

Vote 

10 

ELECTRICITY 

17 

018,00 

18 

445,00 

23 

708,00 

23 

322,00 

1,26 

1,02 

Vote 

11 



_ 

_ 

_ 

_ 

“ 

_ 

Vote 

12 



_ 

_ 

_ 

_ 

“ 

_ 

Vote 

13 



_ 

_ 

_ 

_ 

“ 

_ 

Vote 







- 



85 




14 



- 

- 

- 

- 


- 

Vote 

15 



_ 

_ 

_ 

_ 

“ 

_ 

Total Revenue by Vote 

78 

991,00 

79 

335,00 

84 

870,00 

83 

804,00 

7,15 

5,74 

Variances are caluculated by dividing the difference between actual and original/adjustments 
budget by the actual. 
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APPENDIX K (ii): REVENUE COLLECTION PERFORMANCE BY SOURCE 


Revenue Collection Performance bySource 

R'OOO 

DESCRIPTION 

YEAR2012 

YEAR 2013/2014 

2014/2015 VARIANCE 

ACTUAL 

ORIGINAL 

ADJUSTMENTS 

BUDGET 

ACTUAL 

ORIGINAL 

BUDGET 

(%) 

ADJUSTMENTS 

BUDGET 

(%) 

Revenue BvSource 








Property rates 


7211000 

6200000 

7150000 

7124000 

13 

0 

Property rates-penalties & collection charges 

337000 

450000 

450000 

483000 

7 

7 

Service charges-electricity revenue 


16696 000 

18322000 

18322000 

17874000 

-3 

-3 

Service charges-Water revenue 








Service charges-sanitation revenue 








Service charges-refuse revenue 


1081000 

1113000 

1113000 

1141000 

2 

2 

service charges-other 








Rental of facilities and equipment 


335000 

385000 

275000 

253000 

-52 

-9 

Interest earned-external investments 


3410 000 

1750 000 

3800000 

3223000 

46 

-18 

Interest earned-outstanding debtors 








Dividends received 








Fines 


2461000 

1902000 

2600000 

3252000 

42 

20 

Licencesand permits 


2795000 

2832000 

2832000 

2441000 

-16 

-16 

Agencyservices 








Transfer recognised-operational 


54257000 

33 139000 

21377000 

21831000 

-52 

2 

Otherrevenue 


525000 

755000 

841000 

1954000 

61 

57 

GainsondisposalofPPE 








TOTAL REVENUE (excluding capital transfers and 
contributions) 

89 108 000 

66848000 

58760000 

59576000 

-12 

1 

Variancesare calculated by dividingthe dofference between actual and original/adjustments budget by actual 
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APPENDIX L: CONDITIONAL GRANTS RECEIVED: EXCLUDING MIG 


Conditional Grants: excluding MIG 


BUD6ET 

ADJUST 

MENTS 

ACTUAL 

VARIANCE 

DETAILS 


BUDGET 


BUDGET 

ADJUSTMENTS 

BUDGET 

FINANCE MANAGEMENT 

GRANT 

1650 

1650 

1650 

0 

0 

INEG 


5263 

5263 

100 

0 

MUNICIPAL SYSTEM 

IMPROVEMENT 

890 

890 

890 

0 

0 

EPWP 

1000 

1140 

1140 

12,28 

0 

MAPTIBRARYTCONOMIC 

DEVELOPMENT/TOURISM 

1869 

634 

634 

-194,79 

0 

TOTAL 

5409 

4314 

4314 

-82,51 

0 
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APPENDIX M: CAPITAL EXPENDITURE - NEW & UPGRADE/RENEWAL 
PROGRAMMES 


CAPITAL EXPENDITURE - FUNDING SOURCES: YEAR 2012/2013 TO YEAR 2013/2014 


R'OOO 


DETAILS 

2012/20 

13 

2013/2014 

Actual 

Original 

Budget 

(OB) 

Adjustme 

nt 

Budget 

Actual 

Adjustment 

to 

OB Variance 

{%) 

Actual to 

OB Variance 

{%) 

Source of finance 








Grants and subsidies 
Internal generated 
funds 

62643 

12487 

26110 

16522 

52,18% 

24,42% 


21713 

28948 


24,99% 

0% 

Total 

62643 

34200 

55058 

16522 

37,88% 

-106,10% 

Percentage offinance 








Grants and subsidies 
Internal generated 
funds 

100% 

36,51% 

21,09% 

100% 




63,49% 

52,58% 











Capital expenditure 








Electricity 

Road and storm 

water 

Stalls 

Bus shelter 

Other 

10285 

16730 

27993 

10510 

40,24% 

-59,18% 

4193 

12547 

17192 

12186 

27,02% 

-2,96% 

4268 

- 

2174 

2485 

100% 

100% 


- 

265 

215 

100% 

100% 


4923 

7434 

91 

33,78% 


Total 

18746 

34 

200 

55058 

25487 

37,88% 

-34,19% 

Percentage of 
expenditure 








Electricity 

Road and storm 

water 

Stalls 

Bus shelter 

Other 

54,87% 

48,92% 

50,84% 

41,24% 



22,37% 

36,69% 

31,23% 

47,81% 



22,77% 

- 

3,95% 

9,75% 



- 

- 

0,48% 

0,84% 



- 

- 

13,50% 

0,36% 




APPENDIX Q - SERVICE BACKLOGS EXPERIENCED BY THE COMMUNITY 
WHERE ANOTHER SPHERE OF GOVERNMENT IS RESPONSIBLE FOR 
SERVICE PROVISION 
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The table below reflects projects that require intervention from different sector Department. 
These projects are among the finding that were identified during the IDP public and stakeholder 
engagements. 


Project 

RESPONSIBLE DEPATMENT 

Rural Roads 

KZN Department ofTransport 

Clinics and Hospitals 

Department of Health 

Schoolsand FET colleges 

Department of Education 

Cell phone networks in rural areas 

Vodacom, MTN and Cell C 
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APPENDIX R - DECLARATION OF LOANS AND GRANTS MADE BY THE 
MUNICIPALITY 


The Mthonjaneni Municipality has not made any loans during the 2013/2014 financial year. 
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VOLUME II: ANNUAL FINANCIAL STATEMENTS 


Annual Financial Statements 

for 

Mthonjaneni Municipality 

for the quarter ended 30 June: 2014 

Province: 

KwaZulu Natal 



AFS rounding: 

R (i.e. only cents) 



Contact Information: 


Name of Municipal Manager: 

Mr R. P. Mnguni 




Name of Chief Financial Officer: 

Ms T. N. Simamane 


Contact telephone number: 

(035) 450 2082 

Contact e-mail address: 

mm(a)mthonianeni.ora.za 



Name of contact at provincial 
treasury: 

Mr Mthokozisi Ndumo 


Contact telephone number: 

(033) 897 4100 

Contact e-mail address: 

mthandeni.nene(a)kzntreasurv.aov.za 



Name of relevant Auditor: 

Jabulani Nkosi 


Contact telephone number: 

(033 ) 264 7400 

Contact e-mail address: 

JabulaniNK(a)aasa.co.za 




Name of contact at National 
Treasury: 

Matsie Sehlapelo 


Contact telephone number: 

012 315 5295 

Contact e-mail address: 

Matsie.SehlaDelo(a)treasurv.aov.za 




92 




Mthonjaneni Municipality 

ANNUAL FINANCIAL STATEMENTS 

for the year ended 30 June 2014 


General information 

Membersof the Councii 

Cllr M. N. Ndlangamandla 
Cllr N. A. Jiyane 
Cllr G. V. P. Gumede 
Cllr M. N. Blyela 
Cllor E. Masikane 
Cllr H. K. L. Zungu 
Cllr M. Khuzwayo 
Cllr P. E. Ntombela 
Cllr M. S. Zulu 
Cllr S. B. K. Biyela 
Cllr N. E. Mgenge 

Municipal Manager 

Mr R. P. Mnguni 

Chief Financial Officer 

Ms T. N. Simamane 

Grading of Locai Authority 

Grade 1 

Demacation code 
KZ 285 
Lawyers 
Wynne & Wynne 
Chief whip 


Mayor 
Speaker 
Deputy Mayor 

Member of the Executive Committee 


Member of MPAC (1 July 2013 - 31 May 2014) 
Member 

Member of MPAC (01 - 30 June 2014) 

Member 

Member 

Member 

Member 


Auditors 

Auditor-General 

Bankers 

Eirst National Bank 
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Mthonjaneni Municipality 

ANNUAL FINANCIAL STATEMENTS 

for the year ended 30 June 2014 

General information (continued) 


Registered Office: 

Mthonjaneni Municipality 

Physical address: 

21 Reinhold Street 

Melmoth 

3835 


Postai address: 

P. O. Box 11 

Melmoth 

3835 

Telephone number: 

(035) 450 2082 

Fax number: 

(035) 450 2056 

E-mail address: 

MM®MTHONJANENI.ORG.ZA 
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Mthonjaneni Municipality 
ANNUAL FINANCIAL STATEMENTS 

for the year ended 30 June 2014 


Approval of annual financial statements 


"I am responsible for the preparation of these annual financial statements, 
which are set out on pages 5 to 44, in terms of Section 126(1) of the Municipal 
Finance Management Act and which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors, as disclosed in 
note 26 of these annual financial statements are within the upper limits of the 
framework envisaged in Section 219 of the Constitution, read with the 
Remuneration of Public Officer Bearers Act and the Minister of Provincial and 
Local Government’s determination in accordance with this Act." 


R P MNGUNI 
MUNICIPAL MANAGER: 

DATE: 
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Mthonjeni Municipality 

ANNUAL FINANCIAL STATEMENTS 

for the year ended 30 June 2014 


Page 

Statementof Financial Position 5 

Statementof Financial Performance 6 

Statement of Changes in Net Assets 7 

Cash Flow Statement 8 

Statement of Comparison of Budget and Actual 

Information 9-10 

Accounting Policies 11-22 

Notes to the Annual Financial Statements 23-44 

Appendix B: Analysis of Property, Plant and Equipment 45-48 

Appendix C: Segmental Analysis of Property, Plant and Equipment 49 

Appendix D: Segmental Statement of Financial Performance 50 
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Mthonjaneni Municipality 



STATEMENT OF FINANCIAL POSITION 



as at 30 June 2014 






Restated 


Note 

2014 

2013 



R 

R 

ASSETS 

Current assets 


58 463 849 

84 195 016 

Cash and cash equivalents 

2 

20 266 665 

721 

Trade and other receivables from exchange transactions 

3 

2 835 972 

2 525 591 

Other receivables from non-exchange transactions 

5 

8 870 201 

14 220 298 

Inventories 

6 

620 614 

408 406 

Investments 

7 

25 870 397 

67 040 000 





Non-current assets 


150 440 099 

124 967 263 

Property, plant and equipment 

8 

143 860 096 

117 299 531 

Intangible assets 

9 

159 145 

40 754 

Investment property 

10 

2 449 250 

2 490 079 

Heritage Assets 

12 

589 

589 

Biological Assets 

11 

3 971 018 

5 136 310 

Total assets 


208 903 948 

209 162 279 





LIABILITIES 




Current liabilities 


5 072 635 

18 463 942 

Trade and other payables from exchange transactions 

13 

3 710 472 

2 877 627 

Consumer deposits 

14 

1 016 226 

1 002 240 

Current provisions 

15 

345 937 

- 

Unspent conditional grants and receipts 

16 

- 

13 526 452 

Bank Overdraft 


- 

1 057 623 





Non-current liabilities 


6 911 810 

5 761 040 

Non-current provisions 

17 

4615810 

3 449 040 

Defined benefit plan obligations 

42 

2 296 000 

2 312 000 

Totai liabilities 


11 984 445 

24 224 982 





Net assets 


196 919 503 

184 937 297 

NET ASSETS 

Accumulated surplus / (deficit) 


196 919 503 

184 937 297 

Totai net assets 


196 919 503 

184 937 297 
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Mthonjaneni Municipality 
STATEMENT OF FINANCIAL PERFORMANCE 

for the year ending 30 June 2014 

Note 

2014 

Restated 

2013 



R 

R 

Revenue 

Revenue from exchange transactions 


27 478 042 

24 906 025 

Service charges 

19 

1 9 1 1 8 537 

1 7 774 835 

Rentai of faciiities and equipment 

20 

244 721 

498 156 

Interest earned - externai investments 

21 

4 209 775 

3 409 693 

Licences and permits 


2 441 629 

2 795 475 

Other income 

24 

1 463 380 

427 866 

Revenue from non exchange transactions 


70 681 754 

73 244 311 

Property rates 

18 

6 978 531 

7 085 283 

Property rates - penaities imposed and coiiection charges 

18 

527 353 

336 508 

Fines 

22 

1 5 883 762 

2 461 971 

Government grants and subsidies 

23 

47 292 1 08 

63 360 549 

Total revenue 


98 159 796 

98 150 336 

Expenses 

Empioyee reiated costs 

25 

19 649 413 

1 5 1 07 723 

Remuneration of counciiiors 

26 

2 843 195 

2 666 396 

Impairment ioss 

4 

1 767 654 

- 

Coiiection costs 

36 

- 

58 970 

Depreciation and amortisation expense 

27 

3 072 835 

3 198 958 

Repairs and maintenance 

34 

2 114 893 

2 191 992 

Buik purchases 

28 

16 887 374 

14 295 429 

Contracted services 

29 

4 040 941 

3 204 341 

Generai expenses 

30 

35 859 540 

22 886 028 

Total expenses 


86 235 844 

63 609 837 

Gain / (ioss) on saie of assets 

31 

43 396 

(257) 

(Deficit)/Surpius from discontinued operations 

40 

- 

13318 
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Surplus / (deficit) for the period 


11 967 349 34 540 499 


Mthonjaneni Municipality 

Mthonjaneni Municipality 



STATEMENT OF CHANGES IN NET ASSETS 



as at 30 June 2014 




Accumulated 



Surplus/(Deficit) 

Total: Net Assets 

Note 

R 

R 

Balance at 30 June 2012 

142 566 075 

142 566 075 

Restated balance 

142 566 075 

142 566 075 

Correction of prior period error 48 

(1 077 020) 

(1 077 020) 

Surplus / (deficit) for the period 

34 540 499 

34 540 499 

Balance at 30 June 2013 

176 029 554 

176 029 554 

Correction of prior period error 48 

8 918 946 

8 918 946 

Restated balance 

184 948 500 

184 948 500 

Surplus / (deficit) for the period 

1 1 967 349 

1 1 967 349 

Balance at 30 June 2014 

196 919 503 

196 919 503 
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Mthonjaneni Municipality 


CASH FLOW STATEMENT 



as at 30 June 2014 





Restated 

Note 

2014 

2013 


R 

R 

CASH FLOWS FROM OPERATiNG ACTIVITIES 



Receipts 

70 551 239 

98 150 591 

Sales of goods and services 

31 546 536 

27 992 101 

Grants 

33 766 256 

63 360 549 

Interest received 

4 209 775 

3 409 693 

Other receipts 

1 028 672 

3 388 248 

Payments 

61 722 398 

63 107 958 

Employee costs 

22 492 608 

17 774 119 

Suppliers 

39 229 790 

37 766 771 

Other payments 


7 567 068 

Net cash flowsfrom operating activities 32 

8 828 841 

35 042 633 


CASH FLOWS FROM INVESTING ACTIVITIES 


Purchase of fixed assets (PPE) 

Proceeds from sale of fixed assets 
Purchase of intangibles 

Net cash flowsfrom investing activities 

CASH FLOWS FROM FINANCiNG ACTIVITIES 

lncrease/(Decrease) in consumer deposits 

Net cash flowsfrom financing activities 

Net increase / (decrease) in net cash and cash equivaients 
Net cash and cash equivaientsat beginning of period 
Net cash and cash equivaientsat end of period 


8 

(29 815 358) 

(29 283 943) 


208 483 

- 


(139 610) 

(23 912) 




(29 746 485) (29 307 855) 

13 986 203 020 


13 986 

203 020 

33 

(20 903 658) 
67 040 721 

5 937 797 
61 102 924 

46137 063 67 040 721 


100 


101 
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Mthonjaneni Municipality 


ACCOUNTING POLICIES 
for the year ending 30 June 2014 


1 BASIS OF ACCOUNTING 

1 ,1 BASIS OF PRESENTATION 


These annual financial statements have been prepared in accordance with 
Generally Recognised Accounting Practice (GRAP), issued by the Accounting 
Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act, (Act No 56 of 2003). 

The principal accounting policies adopted in the preparation of these annual 
financial statements are set out below. 

Assets, liabilities, revenues and expenses have not been offset except when 
offsetting is required or permitted by a Standard of GRAP. 


The accounting policies applied are consistent with those used to present the 
previous year's financial statements, unless explicitly stated. The details of any 
changes in accounting policies are explained in the relevant policy. 


1,2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand, which 
is the functional currency of the municipality. 


1.3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on the assumption that 
the municipality will continue to operate as a going concern for at least the next 
12 months. 

1.4 COMPARATIVE INFORMATION 

Budget information in accordance with GRAP 24, has been provided to these 
financial statements and forms part of the audited annual financial statements. 
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When the presentation or classification of items in the annual financial 
statements is amended, prior period comparative amounts are restated. The 
nature and reason for the reclassification is disclosed. Where accounting errors 
have been identified in the current year, the correction is made retrospectively 
as far as is practicable, and the prior year comparatives are restated 
accordingly. Where there has been a change in accounting policy in the current 
year, the adjustment is made retrospectively as far as is practicable, and the 
prior year comparatives are restated accordingly. 


1 ,5 Value Added Tax (VAT): 

The municipality accounts for VAT on accrual basis, based on the approval 
received from the Commissioner for South African Revenue Services to an 
application by the Municipality, permission has been given to remit or claim 
for value - added tax on the payments basis for debtors and creditors. 


1,6 STANDARDS, AMENDMENTS TO STANDARDS AND 
INTERPRETATIONS ISSUED 

EFFECTIVE 

The following GRAP standards and interpretations are newly effective and have 
been adopted by the municipality: 

Standards 

GRAP 25 - Empolyee Benefits 

GRAP 31 - Intangable Assets, Replacing GRAP 102 


Interpretations 

IGRAP 1 6 - Intangable Assets - Website cost 

IGRAP 1 - Applying Probability test on Initial Recognition of Revenue 


NOT YET EFFECTIVE 

The following standards, amendments to standards and interpretations have 
been newly issued but are not yet effective and have not been early adopted by 
the municipality: 

Standards 

GRAP 32- Service Concession Arrangements (Grantor) 

GRAP 108 - Statutory Receivables 

Interpretations 
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IGRAP 17 - Service Concession Arrangements Where Controis a Significant 
Residuai Interest in an Asset 

The foiiowing standards, amendments to standards and interpretations have 
been issued but are not yet effective and have not been eariy adopted by the 
municipaiity: 

Standards 

GRAP 18 - Segment Reporting 
GRAP 20 - Reiating Party Disciosure 

GRAP 105 - Transfare of Functions Between Entities under Common Controi 

GRAP 106 - Transfare of Functions Between Entities Not under Common 
Controi 

GRAP 107 - Mergers 

Impact on adoption 

GRAP 32- Service Concession Arrangements (Grantor) 


A service concession arrangement is an arrangement whereby a government or 
other pubiic sector body contracts with a private operator to deveiop (or 
upgrade), operate and maintain the grantor's infrastructure assets such as 
roads, bridges, tunneis, airports, energy distribution networks, prisons or 
hospitais. The grantor controis or reguiates what services the operator must 
provide using the assets, to whom, and at what price, and aiso controis any 
significant residuai interest in the assets at the end of the term of the 
arrangement. 

The municipaiity do not have the arrangement of this nature therefore the 
adoption of which wiii have no impact. 


GRAP 108 - Statutory Receivables 

Statutory receivabies are receivabies that arise from iegisiation, supporting 
reguiations, or simiiar means and require settiement by another entity in cash 
or another financiai asset. The transaction amount (for purposes of this 
Standard) for a statutory receivabie means the amount specified in, or 
caicuiated, ievied or charged in accordance with, iegisiation, supporting 
reguiations, or simiiar means. 

The adoption of this standard wiii have no financiai imapact oniy the 
presantation and disciosuse on the AFS. 

GRAP 18 - Segment Reporting 

A segment is an activity of an entity that generates economic benefits or service 
potentiai (inciuding economic benefits or service potentiai reiating to 
transactions between activities of the same entity) whose resuits are reguiariy 
reviewed by management to make decisions about resources to be aiiocated to 
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that activity and in assessing its performance and for which separate financiai 
information is avaiiabie. 

The municipaiity do not have segment therefore there wiii be no impact on 
adoption of this standard. 

GRAP 20 - Relating Party Disclosure 

Reiated Party Disciosures requires disciosures about transactions and 
outstanding baiances with an entity's reiated parties. The standard defines 
various ciasses of entities and peopie as reiated parties and sets out the 
disciosures required in respect of those parties, inciuding the compensation of 
key management personnei. 

The adoption of this standard wiii have no financiai imapact oniy the 
presantation and disciosuse on the AFS. 


GRAP 105 - Transfare of Functions Between Entities under Common 
Control 

The municipaiity do not have the entity under its cotroi therefore the adoption of 
GRAP 105 wiii have no impact on municipaiities operations nor reportings 


GRAP 106 - Transfare of Functions Between Entities Not under Common 
Control 

A transfer af funcitons is the reogarnisationai and/or re-aiiocation of functions 
between entities by transferring functions between entities or into another entity. 

The municipaiity do not have functions that wiii be transferred to or from another 
entity therefore adobtion of GRAP 106 wiii have not impact. 


GRAP 107 - Mergers 

A merger is the estabiishment of a new combined entity in which none of the 
former entities obtain controi over any other and no acquirer can be identified. 


The adoption of GRAP 107 will result in an increase in Assets and 
liabilities. 


1,7 EVENTS AFTER REPORTING DATE 

Events after reporting date that are ciassified as adjusting events are accounted 
for in the annuai financiai statements. 
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The events after the reporting date that are classified as non-adjusting events 
have been disclosed in the notes to the annual financial statements. 


1,8 COMMITMENTS 

Items are classified as commitments where the municipality commits itself to 
future transactions that will result in the future outflow of resources. 


1,9 BUDGET INFORMATION 

Budget information in accordance with GRAP 24, has been provided to these 
financial statements and forms part of the audited annual financial statements. 


2 2 PROPERTY, PLANT AND EOUIPMENT 


2,1 INITIAL RECOGNITION 

Property, plant and equipment are tangible non-current assets (including 
infrastructure assets) that are held for use in the production or supply of goods 
or services, rental to others, or for administrative purposes, and are expected to 
be used during more than one year. Items of property, plant and equipment are 
initially recognised as assets on acquisition date and are initially recorded at 
cost. The cost of an item of property, plant and equipment is the purchase price 
and other costs attributable to bring the asset to the location and condition 
necessary for it to be capable of operating in the manner intended by the 
municipality. Trade discounts and rebates are deducted in arriving at the cost. 
The cost also includes the necessary costs of dismantling and removing the 
asset and restoring the site on which it is located. 


When significant components of an item of property, plant and equipment have 
different useful lives, they are accounted for as separate items (major 
components) of property, plant and equipment. 


Where an asset is acquired by the municipality for no or nominal consideration 
(i.e. a non-exchange transaction), the cost is deemed to be equal to the fair 
value of that asset on the date acquired. 


Where an item of property, plant and equipment is acquired in exchange for a 
non-monetary asset or monetary assets, or a combination of monetary and non- 
monetary assets, the asset acquired is initially measured at fair value (the cost). 
If the acquired item's fair value was not determinable, it's deemed cost is the 
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carrying amount of the asset(s) given up. 


Major spare parts and servicing equipment quaiify as property, piant and 
equipment when the municipaiity expects to use them during more than one 
period. Simiiariy, if the major spare parts and servicing equipment can be used 
oniy in connection with an item of property, piant and equipment, they are 
accounted for as property, piant and equipment. 


2,3 SUBSEQUENT MEASUREMENT - COST MODEL 


Subsequent to initiai recognition, items of property, piant and equipment are 
measured at cost iess accumuiated depreciation and impairment iosses. Land 
is not depreciated as it is deemed to have an indefinite usefui iife. 


Where the municipaiity repiaces parts of an asset, it derecognises the part of 
the asset being repiaced and capitaiises the new component. Subsequent 
expenditure incurred on an asset is capitaiised when it increases the capacity or 
future economic benefits associated with the asset. 


2,4 DEPRECIATION AND IMPAIRMENT 

Depreciation is caicuiated on the depreciabie amount, using the straight-iine 
method over the estimated usefui iives of the assets. Components of assets 
that are significant in reiation to the whoie asset and that have different usefui 
iives are depreciated separateiy. The annuai depreciation rates are based on 
the foiiowing estimated average asset iives: 


Infrastructure 

Dweiings 

30 

Other 

Advertising equipment 

5 

Bus sheiters 

15 

Furniture 

7 

Eiectricity infrastructure 
Transformers 

50 

Vehicies 

Traffic equipment 

7 



Speed /other equipment 

5 

Cabies 

45 

Emergency/ Stove equipment 

10 



Airconditioners 

15 

Lines overhead 

30 

Street iights 

40 
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Feeder panei 1 1 kv 

40 

Machinery 

4 

Festive iights 

10 

Carpots 

15 

Roads 


Fence 

25 

Asphait paved 

20 

Doubie cabs/ Traiier/TLB 

10 

Asphait surface 

50 

Motor vehicies 

7 



Cemeteries parking 

30 

Unpaved 

30 

Cemeteries 

15 

Waste disposai 

50 

Computer hadwares 

5 

Non residentiai buiidingsSO 

Computer equipment 

10 



Network 

7 


2,5 DERECOGNITION 

Items of Property, plant and equipment are derecognised when the asset is 
disposed of or when there are no further economic benefits or service potentiai 
expected from the use of the asset. The gain or ioss arising on the disposai or 
retirement of an item of property, piant and equipment is determined as the 
difference between the saies proceeds and the carrying vaiue and is recognised 
in the Statement of Financiai Performance. 


3 INTANGIBLE ASSETS 

3,1 INITIAL RECOGNITION 

An intangibie asset is an identifiabie non-monetary asset without physicai 
substance. Exampies inciude computer software, iicences, and deveiopment 
costs. The municipaiity recognises an intangibie asset in its Statement of 
Financiai Position oniy when it is probabie that the expected future economic 
benefits or service potentiai that are attributabie to the asset wiii fiow to the 
municipaiity and the cost or fair vaiue of the asset can be measured reiiabiy. 


"Internaiiy generated intangibie assets are subject to strict recognition criteria 
before they are capitaiised. Research expenditure is never capitaiised, whiie 
deveiopment expenditure is oniy capitaiised to the extent that: 
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• the municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or 
service potential." 

Intangible assets are initially recognised at cost. 


Where an intangible asset is acquired by the municipality for no or nominal 
consideration (i.e. a non-exchange transaction), the cost is deemed to be equal 
to the fair value of that asset on the date acquired. 


Where an intangible asset is acquired in exchange for a non-monetary asset or 
monetary assets, or a combination of monetary and non-monetary assets, the 
asset acquired is initially measured at fair value (the cost). If the acquired item's 
fair value was not determinable, it's deemed cost is the carrying amount of the 
asset(s) given up. 

3.2 SUBSEQUENT MEASUREMENT - COST MODEL 

Intangible assets are subsequently carried at cost less accumulated 
amortisation and impairments. The cost of an intangible asset is 
amortised over the useful life where that useful life is finite. Where the 
useful life is indefinite, the asset is not amortised but is subject to an 
annual impairment test. 

3.3 AMORTISATION AND IMPAIRMENT 

Amortisation is charged so as to write off the cost or valuation of intangible 
assets over their estimated useful lives using the straight line method. The 
annual amortisation rates are based on the following estimated average asset 
lives: 

Computer software 1 0 years 

The amortisation period and the amortisation method for an intangible asset 
with a finite useful life are reviewed at each reporting date and any changes are 
recognised as a change in acounting estimate in the Statement of Financial 
Performance. 

The municipality tests intangible assets with finite useful lives for impairment 
where there is an indication that an asset may be impaired. An assessment of 
whether there is an indication of possible impairment is done at each reporting 
date. Where the carrying amount of an item of an intangible asset is greater 
than the estimated recoverable amount (or recoverable service amount), it is 
written down immediately to its recoverable amount (or recoverable service 
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amount) and an impairment ioss is charged to the Statement of Financiai 
Performance. 

3,4 DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there 
are no further economic benefits or service potential expected from the use of 
the asset. The gain or loss arising on the disposal or retirement of an intangible 
asset is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 


4 INVESTMENT PROPERTY 


4,1 INITIAL RECOGNITION 

Investment property includes property (land or a building, or part of a building, 
or both land or buildings held under a finance lease) held to earn rentals and/or 
for capital appreciation, rather than held to meet service delivery objectives, the 
production or supply of goods or services, or the sale of an asset in the ordinary 
course of operations. 

At initial recognition, the municipality measures investment property at cost 
including transaction costs once it meets the definition of investment property. 
However, where an investment property was acquired through a non-exchange 
transaction (i.e. where it acquired the investment property for no or a nominal 
value), its cost is its fair value as at the date of acquisition. 


The cost of self-constructed investment property is the cost at date of 
completion. 

4,2 SUBSEQUENT MEASUREMENT - COST MODEL 

Investment property is measured using the cost model. Under the cost model, 
investment property is carried at cost less any accumulated depreciation and 
any accumulated impairment losses. 

Depreciation is calculated on the depreciable amount, using the straight-line 
method over the estimated useful lives of the assets. Components of assets 
that are significant in relation to the whole asset and that have different useful 
lives are depreciated separately. The annual depreciation rates are based on 
the following estimated average asset lives: 


5 BIOLOGICAL ASSETS 
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5,1 


INITIAL RECOGNITION 


"A biological asset or agricultural produce is recognised when, and only when: 

- the municipality controls the asset as a result of past events; 

- it is probable that future economic benefits associated with the asset will flow 
to the municipality; 

- and the fair value or cost of the asset can be measured reliably." 


5,2 SUBSEQUENT MEASUREMENT 

Biological assets are measured at their fair value less estimated point-of-sale 
costs. 

The fair value of the pine plantations is based on the combined fair value of the 
land and the pine trees. The fair value of the raw land and land improvements is 
then deducted from the combined fair value to determine the fair value of the 
pine trees. 

A gain or loss arising on initial recognition of agricultural produce at fair value 
less estimated point-of-sale costs is included in profit or loss for the period in 
which it arises. 


6 INVENTORIES 

6,1 INITIAL RECOGNITION 

Inventories comprised of consumable stores, raw materials and finished goods. 
Inventories are initially recognised at cost. Cost generally refers to the purchase 
price, plus non refundable taxes, transport costs and any other costs in bringing 
the inventories to their current location and condition. 


Where inventory is acquired by the municipality for no or nominal consideration 
(i.e. a non-exchange transaction), the cost is deemed to be equal to the fair 
value of the item on the date acquired. 

6,2 SUBSEQUENT MEASUREMENT 

Inventories, consisting of consumable stores, raw materials, work-in-progress 
and finished goods, are valued at the lower of cost and net realisable value 
unless they are to be distributed at no or nominal charge, in which case they are 
measured at the lower of cost and current replacement cost. Redundant and 
slow-moving inventories are identified and written down in this way. Differences 
arising on the valuation of inventory are recognised in the Statement of 
Financial Performance in the year in which they arose. The amount of any 
reversal of any write-down of inventories arising from an increase in net 
realisable value or current replacement cost is recognised as a reduction in the 
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amount of inventories recognised as an expense in the period in which the 
reversai occurs. 

The basis of determining carrying vaiue is the weighted-average method. 

DERECOGNITION 

The carrying amount of inventories is recognised as an expense in the period 
that the inventory was soid, distributed, written off or consumed, uniess that 
cost quaiifies for capitaiisation to the cost of another asset. 


7 HERITAGE ASSETS 

7,1 INITIAL RECOGNITION 

Heritage assets are assets that have a cuiturai, environmentai, historicai, 
naturai, scientific, technoiogicai or artistic significance and are heid indefiniteiy 
for the benefit of present and future generations. 

A heritage asset shaii be recognised as an asset if, and oniy if: 

(a) it is probabie that future economic benefits or service potentiai associated 
with the asset wiii fiow to the entity, and 

(b) the cost or fair vaiue of the asset can be measured reiiabiy. 


7,2 INITIAL MEASUREMENT 


An asset that has met the recognition requirement criteria for heritage assets 
shaii be measured at its cost if such an asset has been acquired through an 
exchange transaction. 

Where a heritage asset has been acquired through a non-exchange 
transaction, its cost shaii be measured at its fair vaiue as at the date of 
acquisition. 

7,3 SUBSEQUENT MEASUREMENT 


Heritage assets are not depreciated based on their nature however the 
municipality assesses at each reporting date whether there is a need for 
impairment.. 

The class of heritage assets are carried at its cost less any accumulated 
impairment losses. 

7,4 Transitional provision 
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The municipality changed its accounting policy for haritage assets in 2013. The 
change in accoyunting policy ois made in accordance with its transitional 
provision as per diractiove 4 of the GRAP Reporting framework. According to 
the transitional provision, the municipality is not requirerd to measure heritage 
assets for reporting periods beginning on or after a date within three 
yearsfollowing the date of initial adoption of the Standard of GRAP on Heritage 
Assets 

GRAP ON HERITAGE ASSETS 

Heritage assets have accodingly been recognised at provitional amounts , as 
disclosed. The transitional provition expires on 6/30 2015. 


8 FINANCIAL INSTRUMENTS 


INITIAL RECOGNITION 

The entity recognises a financial asset or a financial liability in its Statement of 
Financial Position when, and only when, the entity becomes a party to the 
contractual provisions of the instrument. This is achieved through the 
application of trade date accounting. 

Upon initial recognition the entity classifies financial instruments or their 
component parts as a financial liabilities, financial assets or residual interests in 
conformity with the substance of the contractual arrangement and to the extent 
that the instrument satisfies the definitions of a financial liability, a financial 
asset or a residual interest. 

8,1 INITIAL MEASUREMENT 


When a financial instrument is recognised, the entity measures it initially at its 
fair value plus, in the case of a financial asset or a financial liability not 
subsequently measured at fair value, transaction costs that are directly 
attributable to the acquisition or issue of the financial asset or financial liability. 


8,2 SUBSEQUENT MEASUREMENT 


Subsequent to initial recognition, financial assets and financial liabilities are 
measured at fair value, amortised cost or cost. 


All financial assets and financial liabilities are measured after initial recognition 
using the following categories: 
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8,3 


INVESTMENTS AT AMORTISED COSTS 


Investments, which include [listed government bonds, unlisted municipal bonds, 
fixed deposits and short-term deposits invested in registered commercial banks] 
are categorised as financial instruments at amortised cost and are subsequently 
measured at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the 
impairment loss, which is recognised as an expense in the period that the 
impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds 
and the carrying amount is charged or credited to the Statement of Financial 
Performance. 


8,4 TRADE AND OTHER RECEIVABLES 


Trade and other receivables are initially recognised at fair value plus transaction 
costs that are directly attributable to the acquisition and subsequently stated at 
amortised cost, less provision for impairment. All trade and other receivables 
are assessed at least annually for possible impairment. Impairments of trade 
and other receivables are determined in accordance with the accounting policy 
for impairments. Impairment adjustments are made through the use of an 
allowance account. 

Bad debts are written off in the year in which they are identified as 
irrecoverable. Amounts receivable within 12 months from the reporting date are 
classified as current. Interest is charged on overdue accounts. 

Receivables past due but not impaird 

Past due is dept that has not been paid as of its due date. A deptor who is past 
due is subject to penalties. 

The municipality does not consider receivables that are past due as an impaired 
receivable if the municipality expects to collect all amounts due, including 
interest accrued, during the period the receivable is past due. 


8,5 TRADE PAYABLES AND BORROWINGS 


Trade payables are initially measured at fair value plus transaction costs that 
are directly attributable to the acquisition and are subsequently measured at 
amortised cost using the effective interest rate method. 
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8,6 


CASH AND CASH EQUIVALENTS 


Cash includes cash on hand (including petty cash) and cash with banks 
(including call deposits). Cash equivalents are short-term highly liquid 
investments, readily convertible into known amounts of cash, that are held with 
registered banking institutions with maturities of three months or less and are 
subject to an insignificant risk of change in value. For the purposes of the cash 
flow statement, cash and cash equivalents comprise cash on hand, deposits 
held on call with banks, net of bank overdrafts. The municipality categorises 
cash and cash equivalents as financial assets: loans and receivables. 


Bank overdrafts are recorded based on the facility utilised. Finance charges on 
bank overdraft are expensed as incurred. Amounts owing in respect of bank 
overdrafts are categorised as financial liabilities: other financial liabilties carried 
at amortised cost. 

8,7 IMPAIRMENT OF FINANCIAL ASSETS 


All financial assets measured at amortised cost, or cost, are subject to an 
impairment review. The entity assesses at the end of each reporting period 
whether there is any objective evidence that a financial asset or group of 
financial assets is impaired. 

8,8 IMPAIRMENT FOR FINANCIAL ASSETS HELD AT AMORTISED 
COST 

The entity first assesses whether objective evidence of impairment exists 
individually for financial assets that are individually significant and individually or 
collectively for financial assets that are not individually significant. If the entity 
determines that no objective evidence of impairment exists for an individually 
assessed financial asset, whether significant or not, it includes the asset in a 
group of financial assets with similar credit risk characteristics and collectively 
assesses them for impairment. Assets that are individually assessed for 
impairment and for which an impairment loss is or continues to be recognised 
are not included in the collective assessment of impairment. 


If there is objective evidence that an impairment loss on financial assets 
measured at amortised cost has been incurred, the amount of the loss is 
measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future credit losses that 
have not been incurred) discounted at the financial asset‘s original effective 
interest rate (i.e. the effective interest rate computed at initial recognition). The 
carrying amount of the asset is reduced through the use of an allowance 
account. The amount of the loss is recognised in surplus or deficit. 
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If, in a subsequent period, the amount of the impairment ioss decreases and the 
decrease can be reiated objectiveiy to an event occurring after the impairment 
was recognised (such as an improvement in the debtor's credit rating), the 
previousiy recognised impairment ioss shaii be reversed either directiy or by 
adjusting an aiiowance account. The reversai shaii not resuit in a carrying 
amount of the financiai asset that exceeds what the amortised cost wouid have 
been had the impairment not been recognised at the date the impairment is 
reversed. The amount of the reversai is recognised in surpius or deficit. 


8,9 DERECOGNITION 
A financial asset is derecognised only when: 

• the contractuai rights to the cash fiows from the financiai asset expire, are 
settied or waived; 

• the entity transfers to another party substantiaiiy aii of the risks and rewards of 
ownership of the financiai asset; 

• the entity, despite having retained some significant risks and rewards of 
ownership of the financiai asset, has transferred controi of the asset to another 
party and the other party has the practicai abiiity to seii the asset in its entirety 
to an unreiated third party, and is abie to exercise that abiiity uniiateraiiy and 
without needing to impose additionai restrictions on the transfer. 


A financiai iiabiiity is derecognised when the obiigation is extinguished. 
Exchanges of debt instruments between a borrower and a iender are treated as 
the extinguishment of an existing iiabiiity and the recognition of a new financiai 
iiabiiity. Where the terms of an existing financiai iiabiiity are modified, it is aiso 
treated as the extinguishment of an existing iiabiiity and the recognition of a new 
iiabiiity. 

9 UNAUTHORISED EXPENDITURE 


Unauthorised expenditure is expenditure that has not been budgeted, 
expenditure that is not in terms of the conditions of an aiiocation received from 
another sphere of government, municipaiity or organ of state and expenditure in 
the form of a grant that is not permitted in terms of the Municipai Finance 
Management Act (Act No.56 of 2003). Unauthorised expenditure is accounted 
for as an expense in the Statement of Financiai Performance and where 
recovered, it is subsequentiy accounted for as revenue in the Statement of 
Financiai Performance. 

10 IRREGULAR EXPENDITURE 
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Irregular expenditure is expenditure that is contrary to the Municipai Finance 
Management Act (Act No.56 of 2003), the Municipai Systems Act (Act No.32 of 
2000), the Pubiic Office Bearers Act (Act No. 20 of 1998) or is in contravention 
of the Municipaiity’s suppiy chain management poiicy. Irreguiar expenditure 
exciudes unauthorised expenditure. Irreguiar expenditure is accounted for as 
expenditure in the Statement of Financiai Performance and where recovered, it 
is subsequentiy accounted for as revenue in the Statement of Financiai 
Performance. 

1 1 FRUITLESS AND WASTEFUL EXPENDITURE 


Fruitiess and wastefui expenditure is expenditure that was made in vain and 
wouid have been avoided had reasonabie care been exercised. Fruitiess and 
wastefui expenditure is accounted for as expenditure in the Statement of 
Financiai Performance and where recovered, it is subsequentiy accounted for 
as revenue in the Statement of Financiai Performance. 


12 PROVISIONS CONTIGENT LIABILITIES AND ASSETS 

Provisions are recognised when the municipaiity has a present or constructive 
obiigation as a resuit of past events, it is probabie that an outfiow of resources 
embodying economic benefits wiii be required to settie the obiigation and a 
reiiabie estimate of the provision can be made. Provisions are reviewed at 
reporting date and adjusted to refiect the current best estimate. Where the 
effect is materiai, non-current provisions are discounted to their present vaiue 
using a pre-tax discount rate that refiects the market's current assessment of 
the time vaiue of money, adjusted for risks specific to the iiabiiity (for exampie in 
the case of obiigations for the rehabiiitation of iand). 


The municipaiity does not recognise a contingent iiabiiity or contingent asset. A 
contingent iiabiiity is disciosed uniess the possibiiity of an outfiow of resources 
embodying economic benefits is remote. A contingent asset is disciosed where 
an infiow of economic benefits is probabie. 


Future events that may affect the amount required to settie an obiigation are 
refiected in the amount of a provision where there is sufficient objective 
evidence that they wiii occur. Gains from the expected disposai of assets are 
not taken into account in measuring a provision. Provisions are not recognised 
for future operating iosses. The present obiigation under an onerous contract is 
recognised and measured as a provision. 


13 LEASES 
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MUNICIPALITY AS LESSEE 


RECOGNITION 

Leases are classified as finance leases where substantially all the risks and 
rewards associated with ownership of an asset are transferred to the entity 
through the lease agreement. Assets subject to finance leases are recognised 
in the Statement of Financial Position at the inception of the lease, as is the 
corresponding finance lease liability. 

Assets subject to operating leases, i.e. those leases where substantially all of 
the risks and rewards of ownership are not transferred to the lessee through the 
lease, are not recognised in the Statement of Financial Position. The operating 
lease expense is recognised over the course of the lease arrangement. 


The determination of whether an arrangement is, or contains, a lease is based 
on the substance of the arrangement at inception date; namely whether 
fulfilment of the arrangement is dependent on the use of a specific asset or 
assets or the arrangement conveys a right to use the asset. 


MEASUREMENT 

Assets subject to a finance lease, as recognised in the Statement of Financial 
Position, are measured (at initial recognition) at the lower of the fair value of the 
assets and the present value of the future minimum lease payments. 
Subsequent to initial recognition these capitalised assets are depreciated over 
the contract term. 

The finance lease liability recognised at initial recognition is measured at the 
present value of the future minimum lease payments. Subsequent to initial 
recognition this liability is carried at amortised cost, with the lease payments 
being set off against the capital and accrued interest. The allocation of the lease 
payments between the capital and interest portion of the liability is effected 
through the application of the effective interest method. 

The finance charges resulting from the finance lease are expensed, through the 
Statement of Financial Performance, as they accrue. The finance cost accrual is 
determined using the effective interest method. 


The lease expense recognised for operating leases is charged to the Statement 
of Financial Performance on a straight-line basis over the term of the relevant 
lease. To the extent that the straight-lined lease payments differ from the actual 
lease payments the difference is recognised in the Statement of Financial 
Position as either lease payments in advance (operating lease asset) or lease 
payments payable (operating lease liability) as the case may be. This resulting 
asset and / or liability is measured as the undiscounted difference between the 
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straight-line lease payments and the contractual lease payments. 


DERECOGNITION 

The finance lease liabilities are derecognised when the entity’s obligation to 
settle the liability is extinguished. The assets capitalised under the finance lease 
are derecognised when the entity no longer expects any economic benefits or 
service potential to flow from the asset. 

The operating lease liability is derecognised when the entity’s obligation to 
settle the liability is extinguished. The operating lease asset is derecognised 
when the entity no longer anticipates economic benefits to flow from the asset. 


MUNICIPALITY AS LESSOR 
RECOGNITION 

For those leases that meet the definition of a finance lease, where the entity is 
the lessor, the entity derecognises the asset subject to the lease at the 
inception of the lease. Along with the derecognition of the asset the entity 
recognises a finance lease receivable. Finance lease income is allocated to 
between the finance lease receivable and finance income using the effective 
interest rate method and the resulting finance income is recognised in the 
Statement of Financial Performance as it accrues. 

For those leases classified as operating leases the asset subject to the lease is 
not derecognised and no lease receivable is recognised at the inception of the 
lease. Lease payments received under an operating lease are recognised as 
income, in the Statement of Financial Performance, in the period that the 
income accrues. 

The determination of whether an arrangement is, or contains, a lease is based 
on the substance of the arrangement at inception date; namely, whether 
fulfilment of the arrangement is dependent on the use of a specific asset or 
assets or the arrangement conveys a right to use the asset. 


MEASUREMENT 

Finance lease receivables are recognised at an amount equal to the entity’s net 
investment in the lease. This net investment in the lease is calculated as the 
sum of the minimum future lease payments and unguaranteed residual value 
discounted over the lease term at the rate implicit in the lease. 

Rental Income from operating leases is recognised on a straight-line basis over 
the term of the relevant lease. The difference between the straight-lined lease 
payments and the contractual lease payments are recognised as either an 
operating lease asset or operating lease liability. An operating lease liability is 
raised to the extent that lease payments are received in advance (i.e. the 
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straight-line lease payments are more than the contractual lease payments). 
The operating lease asset and / or operating lease liability are measured as the 
undiscounted difference between the straight-line lease receipts and the 
contractual lease receipts. 

DERECOGNITION 

Finance lease receivables are derecognised when the entity’s right to the 
underlying cash flows expire or when the entity no longer expects economic 
benefits to flow from the finance lease receivable. 


Operating lease liabilities are derecognised when the entity’s obligation to 
provide economic benefits or service potential under the lease agreement 
expires. Operating lease assets are derecognised when the entity’s right to the 
underlying cash flows expire or the entity no longer expects economic benefits 
to flow from the operating lease asset. 


14 REVENUE 

14,1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the 
municipality directly in return for services rendered / goods sold, the value of 
which approximates the consideration received or receivable. 


Service charges relating to electricity are based on consumption. Meters are 
read on a monthly basis and are recognised as revenue when invoiced. 
Provisional estimates of consumption are made periodically when meter 
readings have not been performed. The provisional estimates of consumption 
are recognised as revenue when invoiced. Adjustments to provisional estimates 
of consumption are made in the invoicing period in which meters have been 
read. These adjustments are recognised as revenue in the invoicing period. The 
estimates of consumption between meter readings are based on three months 
average. 

Revenue from the sale of electricity prepaid meter cards is recognised at the 
point of sale. 

Service charges relating to refuse removal are recognised on a monthly basis in 
arrears by applying the approved tariff to each property that has improvements. 
Tariffs are determined per category of property usage, and are levied monthly 
based on the recorded number of refuse containers per property. 


Interest revenue is recognised on a time proportion basis. 
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Revenue from the rental of facilities and equipment is recognised on a straight- 
line basis over the term of the lease agreement. 


Revenue arising from the application of the approved tariff of charges is 
recognised when the relevant service is rendered by applying the relevant 
approved tariff. This includes the issuing of licences and permits. 


Revenue from the sale of goods is recognised when substantially all the risks 
and rewards in those goods is passed to the consumer. 


Revenue arising out of situations where the municipality acts as an agent on 
behalf of another entity (the principal) is limited to the amount of any fee or 
commission payable to the municipality as compensation for executing the 
agreed services. 

14,2 REVENUE FROM NON-EXCHANGE TRANSACTIONS 


Revenue from non-exchange transactions refers to transactions where the 
municipality received revenue from another entity without directly giving 
approximately equal value in exchange. Revenue from non-exchange 
transactions is generally recognised to the extent that the related receipt or 
receivable qualifies for recognition as an asset and there is no liability to repay 
the amount. 

Revenue from property rates is recognised when the legal entitlement to this 
revenue arises. Collection charges are recognised when such amounts are 
legally enforceable. Penalty interest on unpaid rates is recognised on a time 
proportionate basis. 

Traffic fines constitute both spot fines, camera fines and summonses.The 
municipality initialy recognises the full amount of revenue from spot fines, 
camera fines and summonses at the transaction date (on the date the tickit is 
issued). 

Subsequent to initial recognition amd measurement, the mucipality assess the 
collectiability of the revenue from traffic fines and recognise an impaiment loss 
where appropriate. 

Revenue from public contributions and donations is recognised when all 
conditions associated with the contribution have been met or where the 
contribution is to finance property, plant and equipment, when such items of 
property, plant and equipment qualifies for recognition and first becomes 
available for use by the municipality. Where public contributions have been 
received but the municipality has not met the related conditions, a deferred 
income (liability) is recognised. 
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Contributed property, plant and equipment is recognised when such items of 
property, plant and equipment qualifies for recognition and become available for 
use by the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful 
expenditure is based on legislated procedures, including those set out in the 
Municipal Finance Management Act (Act No.56 of 2003) and is recognised 
when the recovery thereof from the responsible councillors or officials is virtually 
certain. 

14,3 GRANTS, TRANSFERS AND DONATIONS 

Grants, transfers and donations received or receivable are recognised when the 
resources that have been transferred meet the criteria for recognition as an 
asset. A corresponding liability is raised to the extent that the grant, transfer or 
donation is conditional. The liability is transferred to revenue as and when the 
conditions attached to the grant are met. Grants without any conditions attached 
are recognised as revenue when the asset is recognised. 


15 RETIREMENT BENEFITS 

SHORT TERM EMPLOYEE BENEFITS 


Short term employee benefits encompasses all those benefits that become 
payable in the short term, i.e. within a financial year or within 12 months after 
the financial year. Therefore, short term employee benefits include 
remuneration, compensated absences and bonuses. 

Short term employee benefits are recognised in the Statement of Financial 
Performance as services are rendered, except for non-accumulating benefits, 
which are recognised when the specific event occurs. These short term 
employee benefits are measured at their undiscounted costs in the period the 
employee renders the related service or the specific event occurs. 


15 POST-EMPLOYMENT BENEFITS 


The entity provides post-employment benefits for its officials. These benefits are 
provided as either defined contribution plans. The entity identifies as defined 
contribution plans any post-employment plan in terms of which it has no 
obligation to make further contributions to the plan over and above the monthly 
contributions payable on behalf of employees (for example in the event of a 
funding shortfall). Any other plans are considered to be defined benefit plans. 
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Contributions made towards the fund are recognised as an expense in the 
Statement of Financiai Performance in the period that such contributions 
become payabie. This contribution expense is measured at the undiscounted 
amount of the contribution paid or payabie to the fund. A iiabiiity is recognised 
to the extent that any of the contributions have not yet been paid. Converseiy an 
asset is recognised to the extent that any contributions have been paid in 
advance. 

16 IMPAIRMENT OF ASSETS 


The municipality assesses at each reporting date whether there is any 
indication that an asset may be impaired. If any such indication exists, 
the municpality estimates the recoverable service amount of the asset. 


Irrespective of whether there is any indication of impairment, the 
municipality also: 

- tests intangible assets with an indefinite useful life or intangible assets 
not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable amount. This impairment test is 
performed during the annual period and at the same time every period. 


If there is any indication that an asset may be impaired, the recoverabie service 
amount is estimated for the individuai asset. If it is not possibie to estimate the 
recoverabie service amount of the individuai asset, the recoverabie service 
amount of the cash-generating unit to which the asset beiongs is determined. 


The recoverabie service amount of an asset or a cash-generating unit is the 
higher of its fair vaiue iess costs to seii and its vaiue in use. 


If the recoverable service amount of an asset is less than its carrying amount, 
the carrying amount of the asset is reduced to its recoverable service amount. 
That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation 
or amortisation is recognised immediately in surplus or deficit. Any impairment 
loss of a revalued asset is treated as a revaluation decrease. 


An impairment loss is recognised for cash-generating units if the recoverable 
service amount of the unit is less than the carrying amount of the unit. The 
impairment loss is allocated to reduce the carrying amount of the assets of the 
unit as follows: 

- to the assets of the unit, pro rata on the basis of the carrying amount of each 
asset in the unit. 
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A municipality assesses at each reporting date whether there is any indication 
that an impairment loss recognised in prior periods for assets may no longer 
exist or may have decreased. If any such indication exists, the recoverable 
service amounts of those assets are estimated. 


The increased carrying amount of an asset attributable to a reversal of an 
impairment loss does not exceed the carrying amount that would have been 
determined had no impairment loss been recognised for the asset in prior 
periods. 

A reversal of an impairment loss of assets carried at cost less accumulated 
depreciation or amortisation is recognised immediately in surplus or deficit. Any 
reversal of an impairment loss of a revalued asset is treated as a revaluation 
increase. 


Mthonjaneni Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2014 


Note 


2014 

R 


2013 

R 


2 CASH AND CASH EQUIVALENTS 


Cash and cash equivalents consist of the following: 
Cash on hand 
Cash at bank 

short term investments maturing within 3 months 


3 108 897 
1 7 1 57 022 


746 


721 


20 266 665 


721 
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The Municipality has the following bank accounts: - 


Current Account (Primary Bank Account) 

First National Bank-Melmoth Branch:Account 
Number: 54980006117 


Cash book balance at beginning of year 

(1 057 604) 

16 062 203 

Cash book balance at end of year 

3 096 433 

(1 057 604) 

Bank statement balance at beginning of year 

4 123 580 

16 198 592 

Bank statement balance at end of year 

3 016 628 

4 123 580 

Current Account (Other Account) 



First National Bank-Melmoth Branch:Account 

Number: 62330092470 



Cash book balance at beginning of year 

3 000 

- 

Cash book balance at end of year 

12 465 

_ 

Bank statement balance at beginning of year 

3 000 

7 230 

Bank statement balance at end of year 

12 465 

3 000 


Call account 

Investec Bank - Pvt Bank Retail Trsy Branch:Account 
Number: 50006298496 

Cash book balance at beginning of year ^ 

Cash book balance at end of year 6 033 396 

Bank statement balance at beginning of year ^ 

Bank statement balance at end of year 6 033 396 


Fixed Deposit Account 

First National Bank - Melmoth:Account Number: 
71245040078 
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Cash book balance at beginning of year 


Cash book balance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of year 

Fixed Deposit Account 

NedBank-Domestic T reasury :Account 
Number:03/7881 0831 74/00001 1 

Cash book balance at beginning of year 
Cash book balance at end of year 
Bank statement balance at beginning of year 
Bank statement balance at end of year 

Caii Account 

First National Bank-Melmoth Branch:Account 
Number: 62051262146 

Cash book balance at beginning of year 
Cash book balance at end of year 
Bank statement balance at beginning of year 
Bank statement balance at end of year 

Cash on hand 

Total cash and cash equivalents 
Total bank overdraft 


1 540 000 




1 540 000 



9 083 626 




9 083 626 



“ 

“ 

500 000 




500 000 



746 

721 


20 266 665 

4 127 301 


- 

(1 057 624) 
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TRADE AND OTHER RECEIVABLES FROM 
EXCHANGE TRANSACTIONS 

iross Balances 

Provision for 
Doubtful Debts 

Net Balance 

T rade receivables 

R 

R 

R 

as at 30 June 2014 

Service debtors 

Electricity 

2 452 613 

38 149 

2 414 464 

Refuse 

432 754 

11 247 

421 508 

Total 

2 885 367 

49 395 

2 835 972 

Total Trade and other receivables 





as at 30 June 2013 

Service debtors 

Electricity 2 197 009 72 675 2 124 334 

Refuse 452 412 51 155 401 257 

Total 2 649 421 123 830 2 525 591 


Total Trade and other receivables 

2 649 421 

123 830 

2 525 591 

Refuse: Aoeina 

Current (0 - 30 days) 


151 623 

98 387 

31-60 Days 


15211 

98 482 

61 - 90 Days 


10 722 

33 041 

91 - 120 Days 


10 166 

31 477 

121 -365 Days 


245 032 

191 025 

- 1 - 365 Days 


- 


Total 


432 754 

452 412 

Electricitv: Aaeina 

Current (0 - 30 days) 


1 794 264 

1 190 260 

31-60 Days 


27 771 

636 544 

61 - 90 Days 


15 525 

41 090 

91 - 120 Days 


17 283 

16 463 

121 -365 Days 


577 042 

312 652 

- 1 - 365 Days 


- 


Total 


2 431 886 

2 197 009 


Summarv of Debtors bv Customer 

Classification 

Consumers 

Industrial / 
Commercial 

National and 
Provincial 
Government 


R 

R 

R 


128 


as at 30 June 2014 


Current (0 - 30 days) 

1132321 

334 440 

121 076 

31 - 60 Days 

1 93 053 

18 277 

106 636 

61 - 90 Days 

112797 

17 350 

16 598 

91 - 120 Days 

105 567 

16 391 

12 232 

121 -365 Days 

3 056 727 

614 671 

498 708 

- 1 - 365 Days 

Sub-total 

Less: Provision for doubtful debts 

Total debtors by customer classification 

4 600 465 

(255 113) 

4 345 352 

1 001 129 

755 250 

as at 30 June 2013 

Current (0 - 30 days) 

31 - 60 Days 

1 623 508 

180 001 

65 296 

61 - 90 Days 

883 449 

12 785 

77 395 

91 - 120 Days 

153 616 

35 497 

15 275 

121 -365 Days 

120 019 

17 300 

67 610 

- 1 - 365 Days 

1 402 766 

557 335 

108 186 

Sub-total 

4 183 359 

802 918 

333 764 

Less: Provision for doubtful debts 

Total debtors by customer classification 

(761 078) 

3 422 281 

802 918 

333 764 

Reconciliation of the doubtful debt orovision 

Balance at beginning of the year 


761 078 

678 227 

Contributions to provision 

Doubtful debts written off against provision 
Reversal of provision 


(505 965) 

82 851 

Balance at end of year 


255 113 

761 078 

Impairment loss 

Biological Assets 


1 599 400 

- 

Buildings 


168 254 

- 


1 


767 654 

- 


OTHER RECEIVABLES FROM NON- 
5 EXCHANGE TRANSACTIONS 
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Insurance ciaims 

- 

346 316 

Rates and other taxes 

Subsidies- Ciinic and other 

Accrued interest 

3 286 486 

2 021 180 

Vaiue added tax 

793 013 

2 945 056 

Debtors Trafic fines 

4 790 703 

8 907 746 

Total Other Debtors 

Less: Transfer to Non Current Assets heid for 
saie 

8 870 201 

14 220 298 

Total Other Debtors 

8 870 201 

14 220 298 


Rates: Aqeinq 

Current (0- 30 days) 

31 - 60 Days 
61 - 90 Days 
91 - 120 Days 
+ 1 80 Days 

Provision for bad debts 

Total 


6 INVENTORIES 


Opening balance of inventories: 

Consumabie stores 

Maintenance materiais 
Additions: 

Consumabie stores 

Maintenance materiais 

Issued (expensed): 

Consumabie stores 

Stock deficity 
Maintenance materiais 

Closing balance of inventories: 


990 

2 949 

240 596 

175 305 

120 498 

124 559 

106 741 

163 240 

3 023378 
■205717,4 

1 555 127 

3 286 486 

2 021 180 


408 406 

251 806 

168 957 

79 513 

239 449 

1 72 293 

1 727 815 

1 495 697 

298 677 

1 115 287 

429 1 38 

380 409 

1 515 608 

1 339 096 

1 315 791 

1 025 843 

796 


1 99 022 

313 253 

620 614 

408 406 

151 048 

168 957 


239 449 


Consumabie stores 
Maintenance materiais 
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7 INVESTMENTS 


469 566 


25 870 


Deposits 

397 

66 540 000 

Call investments 

25 870 

500 000 


397 

67 040 000 

Investec 

- 

31 000 000 

FNB 

- 

2 040 000 

ABSA 

25 870 

9 000 000 

Nedbank 

397 

25 000 000 


25 870 


397 

67 040 000 
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8 

PROPERTY.PLANTANDEQUIPMENT 

















8,1 

Reconciliation of Carrying Value 

Land 

Bulldlngs 

Infrastructure 

Other Assets 

Assetsunder 

Constructlon 

Total 




R 

R 

R 

R 

R 

R 












asat1July2013 

2 562 011 

20 456 135 

21 796 933 

4563763 

67 920 690 

117299 531 



Cost/Revaluation 

2 562 011 

27208 984 

26 587604 

8 858 284 

67920 690 

133 137573 



Accumulated depreciation and impairment losses 


(6 752 849) 

(4790 671) 

(4294 521) 


(15838 042) 









■ 


















- 



Acquisitions 

- 

15 346 091 

45 625 756 

3 612 685 


64584532 



Capital under Construction 

- 




24909 992 

24909 992 



Depreciation 

- 

(979 682) 

(867709) 

(1 163 397) 


(3010787) 



Impiarment loss 


(168 254) 




(168254) 









■ 



Disposals 

- 





■ 



Carrying value of disposals 

■ 

■ 

■ 

(75 752) 


(75 752) 



Cost/Revaluation 

- 

(226 383) 

(89 252) 

(1 322 630) 


(1 638 265) 



Accumulated depreciation and impairment losses 

- 

226 383 

89 252 

1 246 878 


1 562 513 









■ 



Impairment loss/Reversal of impairment loss 






■ 



Transfers 

- 





■ 



Transfers form WIP 





(59 679 166) 

(59 679 166) 









• 



asat 30 June 2014 

2 562 011 

34654290 

66554980 

6937299 

33151 516 

' 143 860096 



Cost/Revaluation 

2 562 011 

42 328 692 

72 124 108 

11 148340 

33151 516 

161 314667 



Accumulated depreciation and impairment losses 

- 

(7 674 401) 

(5 569 129) 

(4211 041) 


(17454571) 
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Mthonjaneni Municipality 
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for the year ended 30 June 2013 




















8,2 

Reconciliation of Carrying Value 

Land 

Bulldings 

Infrastructure 

Other Assets 

Assets under 
Construction 

Total 




R 

R 

R 

R 

R 

R 












asat1July2012 

2 562011 

19 970 262 

22189608 

3970047 

39 652 082 

88344209 



Cost/Revaluation 

2 339215 

25 913 502 

27 154061 

11 148830 

39 652 082 

106207690 



Correction of error 

222 796 

(78 255) 

(808 647) 

(4486229) 


(5 150335) 



Correction of error- depreciation 


37293 

227034 

3 873281 


4 137 608 



Accumulated depreciation and impairment losses 


(5902 278) 

(4 382 840) 

(6 565835) 


(16850754) 












Acquisitions 


1 373 736 

242 190 

2 612 611 


4 228 538 



Capital under Construction 





28268 608 

28268608 



Depreciation 


(887 864) 

(634 865) 

(1 614341) 


(3 137070) 



Transfers 




(404 499) 


(404499) 



Disposals 



























Carrying value of disposals 

- 

- 

- 

257 

- 

257 



Cost/Revaluation 



- 

3 947 


3947 



Accumulated depreciation and impairment losses 



- 

(3 691) 


(3 691) 






- 






Impairment loss/Reversal of impairment loss 



- 






Transfers 



- 






Other movements 



- 

































asat30 June 2013 

2 562011 

20 456 135 

21 796933 

4563762 

67920 690 

117299531 



Cost/Revaluation 

2 562 011 

27 208 984 

26587604 

8 858284 

67920 690 

133 137573 



Accumulated depreciation and impairment losses 


(6752 849) 

(4 790 671) 

(4 294 521) 


(15838 042) 




























8,3 

Detailsofvaluation 


















The effective date of the revaluations was x. Revaluations were performed by an 
independent valuer, Mr Botha [specify qualifications], of Messrs Botha and Rudd. Botha 
and Rudd are not connected to the entity. 







Land and buildings are re-valued independently every x years. 







The valuation was performed using the discounted cash flow approach (other, describe, 
e.g. recent arms length transaction), and the following assumptions were used: 







Discount rate 







Other 







Other 







These assumptions are based on current market conditions. 
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for the year ended 30 June 2014 











Note 

Total 





R 


9 

INTANGIBLE ASSETS 









9,1 

Reconciliation of carrying value 

Computer 

Software 

Total 




R 

R 








as at 1 July 2013 

40 754 

40 754 



Cost 

101 968 

101 968 



Correction of error 

(30 034) 

(30 034) 



Accumulated amortisation and impairment losses 

(31 180) 

(31 180) 








Acquisitions 

139 610 

139 610 



Amortisation 

(21 219) 

(21 219) 













As at 30 June 2014 

159 145 

159 145 



Cost 

211 544 

211 544 



Accumulated amortisation and impairment losses 

(52 399) 

(52 399) 












9,2 

Reconclllatlon of carrylng value 

Computer 

Software 

Total 




R 

R 








as at 1 July 2012 

67 934 

67 934 



Cost 

78 056 

78 056 



Accumulated amortisation and impairment losses 

(10 122) 

(10 122) 








Acquisitions 

23 912 

23 912 



Amortisation 

(21 058) 

(21 058) 








Correction of an error 

(30 034) 

(30 034) 



Correction of an error- depreciation 

(34 857) 

(34 857) 



5 

4 822 

4 822 








as at 30 June 2013 

40 754 

40 754 



Cost 

101 968 

101 968 



Accumulated amortisation and impairment losses 

(31 180) 

(31 180) 



Correction of error 

(30 034) 

(30 034) 






















10 

INVESTMENT PROPERTY 









10,1 

Reconclllatlon of carrylng value 

Investment 

property 

Total 




R 

R 








as at 1 July 2013 

2 490 079 

2 490 079 



Cost 

2 742 760 

2 742 760 



Accumulated depreciation and impairment losses 

(252 681 ) 

(252 681) 


















Acquisitions 





Depreciation 

(40 829) 

(40 829) 


















as at 30 June 2014 

2 449 250 

2 449 250 



Cost 

2 742 760 

2 742 760 



Accumulated depreciation and impairment losses 

(293 510) 

(283 303) 
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10,2 

Reconciliation of carrying vaiue 

Investment 

property 

Total 




R 

R 








asat 1 July 2012 

2 530 908 

2 530 908 



Cost 

2 768 537 

2 768 537 



Correction of error 

(17 294) 

(17 294) 



Accumulated depreciation and impairment losses 

(220 335) 

(220 335) 













Depreciation 

(40 829) 

(40 829) 








asat 30 June 2013 

2 490 079 

2 490 079 



Cost 

2 742 760 

2 742 760 



Accumulated depreciation and impairment losses 

(252 681) 

(252 681) 












11 

BIOLOGICAL ASSETS 

Blological Assets 

Total 




R 

R 


11,1 

Reconciliation of Carrying Value 










asat 1 July 2013 

5 136 310 

5 136 310 



Cost/Revaluation 

5 136 310 

5 136 310 



Accumulated depreciation and impairment losses 










Impairment loss/Reversal of impairment loss 

(1 599 400) 

(1 599 400) 



Fair value adjustment 

434 108 

434 108 








asat 30 June 2014 

3 971 018 

3 971 018 



Cost/Revaluation 

3 971 018 

3 971 018 



Accumulated depreciation and impairment losses 
















Blological Assets 

Total 




R 

R 







11,2 

Reconciliation of Carrying Value 















asat 1 July 2012 

5 136 310 

5 136 310 



Cost/Reraluation 

5 136 310 

5 136 310 



Accumulated depreciation and impairment losses 




















asat 30 June 2013 

5 136 310 

5 136 310 



Cost/Re\aluation 

5 136 310 

5 136 310 



Accumulated depreciation and impairment losses 










Boilogical assets have been reclassified from Property Plant and equipment to 
Biological Assets. Thie effect of the reclassification is sammarised belovi/: 










Statement of Financial Position 





Property Plant and Equipment 

(5 136 310) 




Biological Assets 

5 136 310 
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for the year ended 30 June 2014 





12 

HERITAGE ASSETS 







12,1 

Reconciliation of Carrying Value 

Historical Buildings 

Total 



R 

R 






as at 1 July 2013 

589 

589 


Cost/Valuation 

589 

589 


Accumulated depreciation and impairment losses 

- 

- 










as at 30 June 2014 

589 

589 


Cost/Valuation 

589 

589 


Accumulated depreciation and impairment losses 

- 

- 













12,2 

Reconciliation of Carrying Value 

Trees in plantation 

Total 



R 

R 






as at 1 July 2012 

589 

589 


Cost/Valuation 

589 

589 






as at 30 June 2013 

589 

589 


Cost/Valuation 

589 

589 


Accumulated depreciation and impairment losses 

- 

- 










Transitional provision 








The municipality changed its accounting policy for haritage assets in 2013. The 
change in accounting policy is made in accordance with its transitional provision 
as per diractiove 4 of the GRAP Reporting framework. According to the transitional 
provision, the municipality is not requirerd to measure heritage assets for reporting 
periods beginning on or after a date within three years following the date of initial 
adoption of the Standard of GRAP on Heritage Assets 








GRAP on Heritage assets 




Heritage assets have accodingly been recognised at provitional amounts , as 
disclosed. The transitional provition expires on 6/30 2015. 
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Mthonjaneni Municipality 



NOTES TO THE FINANANCIAL STATEMENTS 



for the year ended 30 June 2014 











Note 


2014 

2013 






R 

R 


13 

TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 














Trade creditors 



608 686 

2 368 176 



Payments received in advanoe 



228 063 

130 005 



Retentions 



884 393 




Staff leave aoorual 



1 347 336 

379 446 



Acorued interest 







Other oreditors 



641 995 

. 



Total creditors 



3 710 472 

2 877 627 









14 

CONSUMER DEPOSITS 














Eleotrioity 



684 570 

676 070 



Other 



331 656 

326 170 



Acorued interest 



- 

- 










Total consumer deposits 



1 016 226 

1 002 240 
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PROVISIONS 














Performanoe bonus 



345 937 

- 



Total Provlsions 



345 937 











Provision for leave have been reolassified as staff leave aorual under trade and 
other payables from exchange transaction. The effeot of the reolassifioation on 
the oomparative figures is sammarised below: 














Statement of Financlal Position 







Current Provisions 


(379 446 ) 





Trade and other payables from exohange transaction (Aoorual - leave) 


379 446 





Accummulated surplus 


- 



















The movement in current provisions are reoonoiled as follows: - 



Performance 

Bonus 











asat 1 July 2013 







Contributions to provision 



345 937 




Expenditure inourred 



- 




asat31 June 2014 



345 937 

















16 

UNSPENT CONDITIONAL GRANTS AND RECEIPTS 













16,1 

Unspent Conditlonal Grantsfrom other spheres of Government 







Eleotrifioation 



- 

5 263 099 



Market Stalls 




2 174 863 



Library 



- 




Sport 



- 

28 999 



Capaoity 



- 




Munioipal Infrastruoture Grant 



- 

4 035 324 



EPWP 



- 

139 247 



Small town rehabilitation 



- 

1 884 920 



MSIG 



- 




FMG 



- 




Eleotrifioation 



- 




Total Unspent Conditional Grantsand Receipts 



- 

13 526 452 
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Reconciliation of conditional contributions 







Balance unspent at beginning of year 



13 526 452 

14 849 618 



Current year receipts 



16 730 656 

37 884 614 



Conditions met ■ transferred to revenue 



(30 257 108) 

(39 207 780) 



Conditions stiil to be met - remain liabilities 



- 

13 526 452 









17 

NON-CURRENT PROVISIONS 














Provision for rehabiiitation of landfitl site 



4 615 810 

3 449 040 









Total Non- Current Provisions 



4 615 810 

3 449 040 










Provision for rehabiiitation of landfill sites: 







Balance at the beginning of year 



3 449 040 

931 920 



Contributions to provision 



1 166 770 

2 517 120 



Balance at the end of year 



4 615 810 

3 449 040 









The Municipaiity ha\e a lindfill site and has to provide for the rehabilitation of the 
site. The independed Vaiuer AURECON caried out valuation provision as at 30 
June 2014. 














Details of project team 







Mannie Neeraj : Waste Management 







: Masters of Science in plant pathology 







: Technicai Director/ Environmental Specialist 







: 18 year of work experience 














Bowers, Aiden James : Civic Engineering Design and Waste Management 







: Masters of Science in plant pathology 







: Technical Director/ Civil Engineer 







: 14 year of work experience 













18 

PROPERTY RATES 














Actual 







Residential 



2 174 955 

2 125 585 



Commercial 



2 703 456 

2 827 808 



Light Industries 



1 069 650 

1 062 792 



Heavy Industries 



304 503 

360 570 



State 



725 967 

708 528 



Total property rates 



6 978 531 

7 085 283 



Property rates ■ penalties imposed and collection charges 



527 353 

336 508 



Total 



7 505 885 

7 421 791 










Valuations 














Residential 



193 485 900 

190 557 700 



Commercial 



148 403 300 

142 180 000 



Farm 



253 718 400 

251 001 000 



State 



95 484 600 

96 939 400 



Municipal 



9 719 800 

9 719 800 



Other propertities 



1 126 962 500 

1 132 872 100 



Total Property Valuations 



1 827 774 500 

1 823 270 000 










Valuations on land and buildings are performed every fouryears. The last 
valuation came into effect on 1 July 2010. Interim valuations are processed on a 
quarterly basis to take into account changes in individual property values due to 
alterations. 














A general rate of 1.24C/R is applied to property valuations to determine 
assessment rates. Rebates of 20% are granted to residential and state property 
owners. Rates are levied on an annual basis on property owners. 













19 

SERVICE CHARGES 














Sale of electricity 



17 986 905 

16 695 846 



Refuse removal 



1 131 632 

1 078 989 



Total Service Charges 



19 118 537 

17 774 835 









20 

RENTAL OF FACILITIES AND EQUIPMENT 














Rental of facilities 



244 721 

471 642 



Rental of equipment 



- 

- 



Other rentals 



- 

26 514 



Total rentals 



244 721 

498 156 
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21 

INTEREST EARNED - EXTERNAL INVESTMENTS 














Bank 



4 209 775 

3 409 693 



Total interest 



4 209 775 

3 409 693 
















22 

FINES 














Trafic fines 



15 831 145 

2 461 971 



Library fines 



17 














15 831 162 

2 461 971 
















23 

GOVERNMENT GRANTS AND SUBSIDIES 














Equitable Share 



17 035 000 

25 107 000 



Financa Management Grant 



1 650 000 

1 500 000 



Municipal Systems Improvement Grant 



890 000 

800 000 



Electrification/ INEP 



5 263 099 

11 431 829 



Municipal Infrastructre Grant 



16 522 324 

9 017 676 



Market Stalls 



2 174 863 

3 213 704 



Small Town Rehabilitation 



1 884 920 

10 715 080 



EPWP 



1 139 247 

860 753 



Library 



634 000 

393 493 



Sport 



28 999 

- 



Capacity 



- 

34 665 



Public Transport: Uthungulu 



- 

207 385 



Equltable Share: Uthungulu 



69 656 

49 402 



Clinic 



- 

29 561 



Tourism and information 



- 




Total Government Grant and Subsidies 



47 292 108 

63 360 549 









23,1 

Equitable Share 







In terms of the Constitution, this grant is used to subsidise the provision of basic 
services to indigent community members. 



17 035 000 

25 107 000 









23,2 

MIG Grant 














Balance unspent at beginning of year 



4 035 324 

- 



Current year receipts 



12 487 000 

13 055 000 



Conditions met - transferred to revenue 



(16 522 324) 

(9 019 676) 



Conditlons still to be met - remain liabilities 



- 

4 035 324 









23,3 

INEP Grant 














Balance unspent at beginning of year 



5 263 099 

10 694 928 



Current year receipts 



- 

6 000 000 



Conditions met - transferred to revenue 



(5 263 099) 

(736 901) 



Reverted back to National Treasury 



- 

(10 694 928) 



Conditions still to be met - remain liabilities 



- 

5 263 099 









23,4 

Finance Management Grant 







Balance unspent at beginning of year 



- 

- 



Current year receipts 



1 650 000 

1 500 187 



Conditions met - transferred to revenue 



(1 650 000) 

(1 500 187) 



Conditions still to be met - remain liabilities 



- 

- 









23,5 

Municipal Systems Intergration Grant 







Balance unspent at beginning of year 



- 

- 



Current year receipts 



890 000 

800 231 



Conditions met - transferred to revenue 



(890 000) 

(800 231) 



Conditions still to be met - remain liabilities 



- 

- 









23,6 

EPWP-Grant 







Balance unspent at beginning of year 



139 247 

- 



Current year receipts 



1 000 000 

1 000 000 



Conditions met - transferred to revenue 



(1 139 247) 

(860 753) 



Conditions still to be met - remain liabilities 



- 

139 247 









23,7 

Library -Grant 







Balance unspent at beginning of year 



- 

42 693 



Current year receipts 



634 000 

364 519 



Conditions met - transferred to revenue 



(634 000) 

(407 212) 
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Conditions still to be met remain liabilities 



- 

- 









23,8 

Sport and Recreation-Grant 







Balance unspent at beginning of year 



28 999 

63 664 



Current year receipts 



- 

- 



Conditions met - transferred to revenue 



(28 999) 

(34 665) 



Conditions still to be met - remain liabilities 



- 

28 999 









23,9 

Small Town Rehabilitation 







Balance unspent at beginning of year 



1 884 920 

- 



Current year receipts 



- 

12 600 000 



Conditions met - transferred to revenue 



(1 884 920) 

(10 715 080) 



Conditions still to be met - remain liabilities 



- 

1 884 920 









23,10 

Ndundulu Stalls- Grant 







Balance unspent at beginning of year 



2 174 863 

3 998 931 



Current year receipts 



- 

2 444 548 



Conditions met - transferred to revenue 



(2 174 863) 

(4 268 616) 



Conditions still to be met - remain liabilities 



- 

2 174 863 









23,11 

uThungulu grant 







Balance unspent at beglnning of year 



- 

49 402 



Current year receipts 



69 656 

120 129 



Conditions met - transferred to revenue 



(69 656) 

(169 531) 



Conditions still to be met - remain liabilities 



- 

- 









24 

OTHER INCOME 



1 463 380 

427 866 










building plan fees 



11 963 

32 016 



cemeteries 



8 795 

10 561 



business licences 



2 105 

2 281 



hoardings 



39 737 

42 623 



library fines 




974 



photocopying 



31 938 

26 518 



rates clearance certificates 



2 920 

2 167 



Rezoning 



- 

8 772 



subdivisions 



8 883 

- 



sundry income 



916 500 

295 857 



swimming pool 



5 477 

5 597 



valuation certificates 



354 

500 



Fair value adjustment Biological assets 



434 108 




Tourism and information 



600 




Total Other Income 



1 463 380 

427 866 
















25 

EMPLOYEE RELATED COSTS 














Employee related costs - Salaries and Wages 



14 479 497 

12 952 284 



Employee related costs - Contributions for UIF, pensions and medical aids 



2 430 538 

1 863 377 



Travel, motor car, accommodation, subsistence and other allowances 



1 237 865 

166 272 



Housing benefits and allowances 



417 104 

- 



Overtime payments 



848 249 

- 


Performance and other bonuses 


- 

274 254 



Long-service awards 



59 799 

31 955 



Other employee related costs contributions for SDL and SALGA 



76 360 

- 



Post retirement medical benefits 



- 

(180 419) 



Employee Related Costs 



19 649 413 

15 107 723 










Less: transferred to discontinued operations 



- 














19 649 413 

15 107 723 



There were no advances to employees 














Remuneration of the Municipal Manager 










723 923 

633 125 



Performance- and other bonuses 



- 

98 150 



Travel, motor car, accommodation, subsistence and other allowances 



62 000 

113 520 



Contributions to UIF, Medical and Pension Funds 



10 380 

11 834 



Total 



896 303 

856 629 










Remuneration of the Director Technical 







Annua! Remuneration 



631 593 

- 



Performance- and other bonuses 



- 

- 



Travel, motor car, accommodation, subsistence and other allowances 



156 000 

- 



Contributions to UIF, Medical and Pension Funds 



9 348 

- 



Total 



796 940 

- 
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Remuneration of the Chief Finance Officer 







Annual Remuneration 



622 501 

452 186 



Performance- and other bonuses 



- 

88 052 



Travel, motor car, accommodation, subsistence and other allowances 



65 000 

106 000 



Contributions to UIF, Medical and Pension Funds 



9 437 

8 201 



Total 



796 937 

654 439 










Remuneration of Corporate and Community Services 











R 










2014 







Annual Remuneration 



630 088 

463 186 



Performance- and other bonuses 



- 

88 052 



Travel, motor car, accommodation, subsistence and other allowances 



57 505 

95 000 



Contributions to UIF, Medical and Pension Funds 



9 345 

8 987 



Total 



796 937 

655 225 
















26 

REMUNERATION OF COUNCILLORS 














Mayor 



328 296 

310 737 



Deputy Mayor 



278 778 

261 686 



Speaker 



278 778 

261 686 



Executive Committee Members 



243 584 

243 830 



Councillors 



1 185 344 

1 091 265 



Councillors’ pension and medical aid contributions 



285 503 

266 191 



MPAC Chairperson 



242 912 

231 001 



Total Councillors’ Remuneration 



2 843 195 

2 666 396 










Mayor 







Salary 



213 606 

207 599 



Travel 



87 269 

84 325 



Cell 



20 868 

12 396 



Data 



3 600 

3 600 



med Aid 



- 



Pension 



- 




Skills 



2 953 

2 817 






328 296 

310 737 



Deputy Mayor 







Salary 



182 126 

175 983 



Travel 



69 815 

67 460 



Cell 



20 868 

12 396 



Data 



3 600 

3 600 



med Aid 



- 




Pension 



- 




Skills 



2 369 

2 247 






278 778 

261 686 



Speaker 







Salary 



182 126 

175 983 



Travel 



69 815 

67 460 



Cell 



20 868 

12 396 



Data 



3 600 

3 600 



med Aid 



- 




Pension 



- 




Skills 



2 369 

2 247 






278 778 

261 686 










Executive Committee Members 







Salary 



151 426 

162 479 



Travel 



65 452 

63 244 



Cell 



20 868 

12 396 



Data 



3 600 

3 600 



med Aid 



- 




Pension 



- 




Skills 



2 238 

2 111 






243 584 

243 830 










MPAC Chairperson 







Salary 



56 429 

153 984 



Travel 



59 964 

59 027 



Cell 



20 868 

12 396 



Data 



3 600 

3 600 



med Aid 







Pension 



- 




Skills 



2 051 

1 994 






242 912 

231 001 
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27 

DEPRECIATION AND AMORTISATION EXPENSE 






Ref. 







8 

Property, plant and equipment 



(3 010 787) 

(3 173 618) 


9 

Intangible assets 



(21 219) 

(21 058) 


10 

Investment property carried at cost 



(40 829) 

(4 282) 










Total Depreclatlon and Amortlsatlon 



(3 072 835) 

(3198 958) 









28 

BULK PURCHASES 














Electricity plus free basic electricity 



16 887 374 

14 295 429 



Total Bulk Purchases 



16 887 374 

14 295 429 









29 

CONTRACTED SERVICES 







Contracted sen/ioes for: 







Rural Metro 



1 746 896 

1 465 451 



Traffic Management Technology 



2 294 046 

1 738 890 






4 040 941 

3 204 341 


30 

GENERAL EXPENSES 














Included in general expenses are the following:- 














Advertising 



238 745 

262 321 



Admin fees 



- 

1 045 321 



Audit fees 



1 274 703 

900 000 



Sundries 



316 983 




Bank charges 



143 416 

138 092 



Bursaries 



80 000 

13 936 



Cleaning / chemicals 



267 760 

107 199 



Conferences and trarelling 



388 616 

567 138 



Connection oharges 



- 

- 



Ward committees 



379 052 




Refuse bags 



541 350 




Stores and materials 



190 368 




Consulting fees 



- 

29 640 



Public partioipation 



370 378 




Staff wellness 



89 766 




Pauper burials 



149 215 




Contract labour 



1 342 267 

810 693 



Cultural / Sports activities 



251 383 

240 135 



Debt collection commission 



- 

- 



Departmental consumption & Free basic electricity 



- 

309 574 



Disaster management 



141 192 

17 671 



Indigent support 



28 553 

1 500 000 



Fuel and oil 



423 037 

491 845 



Insurance 



198 263 

229 181 



Legal expenses 



116 573 

29 828 



Levies paid 



- 

2 802 



Lioence fees - vehicles 



- 

11 300 



Job evaluation licence 



- 




Licence fees - computers 



- 

126 924 



Membership fees 



- 

45 870 



Food for waste 



473 385 




Parking 



- 

- 



Postage and telephone 



623 275 

586 593 



Printing and stationery 



300 581 

310 505 



Professional fees 



- 

176 400 



LED projects / ward projects 



18 580 




Rental of office equipment 



- 

14 781 



Other rentals 



- 

30 096 



Tourism 



38 622 




Seourity costs 



978 052 

724 399 



Skills development levies 



- 

781 449 



Financial management 



1 326 742 




Youth activities / other 



132 809 




Grant: Sport and recreation 



21 003 

11 432 



Stocks and material 



- 

308 107 
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Subscribtion & pubiication 



571 977 

460 468 



Training 



- 

329 060 



Transport ciaims 



189 969 

61 056 



Tra\«i and subsistence 



236 380 

91 552 



Uniforms & owralls 



208 066 

318 017 



Vaiuation costs 



- 

187 053 



Water and Sanitation 



- 

351 990 



Minor assets 



758 638 

8 644 573 



Small town rehabllitation 



1 166 153 




Library expenses 



632 041 




Systems 



854 091 




Staff deveiopment 



51 255 




EPWP 



1 118 396 




inspection fees 



3 152 




Work mens compansation 



103 341 




Grant in aid 



39 900 




Wards projects 



44 880 




informai traders 



100 




Contribution to provisions 



18 996 507 

2 619 027 



Awareness and campaigns 



40 023 














35 859 540 

22 886 028 










Less: Transferred to discontinued operations 



- 

- 













35 859 540 

22 886 028 



Adjusment to ieave pay provision, adjusment to iandfiii site rehebiiitation provision 
and Aiiowance for impairments have been reciassified as generai expenditure. 

The effect of the reciassification on the comparati\« figures is sammarised beiow: 














Statement of Financial Performance 







Generai expenditure 


2 61 9 028 





Adjustments to ieave pay provisions 


(19 056) 





Adjustments to iandfiii site rehabiiitation provisions 


(2 517 120) 





Allowance for debtors impairments 


(82 851) 





Accummulated surplus 


- 











31 

GAIN / (LOSS) ON SALE OF ASSETS 














Property, plant and equipment 



43 396 

(257) 



Total Gain / (Loss) on Sale of Assets 



43 396 

(257) 























32 

CASH GENERATED BY OPERATIONS 














Surplus/(deficit) for the year 



1 1 967 349 

34 540 498 



Adjustment for:- 




- 



Depreciation and amortisation 



3 072 835 

3 198 958 



(Gain) / loss on sale of assets 



(43 396) 

257 



Contribution to retirement benefit obligation 



(68 000) 

(233 851) 



Contribution to long service awards liability 



52 000 

10 608 



Contribution to provisions - current 



17 194 778 

935 855 



Inwstment income 




(3 409 693) 



Finance costs 




- 



Fair value adjustments 



(434 108) 

- 



Impairment loss / (reversal of impairment loss) 



1 767 654 

- 










Other non-cash item 







Operatlng surplus before worklng capltal changes: 



33 509112 

35 042 632 










(Increasej/decrease in inventories 



(212 208) 

(156 601) 



(lncrease)/decrease in trade receivables 



(310 381) 

(953 297) 



(lncrease)/decrease in other receivables 



(12 630 774) 

(980 975) 



(lncrease)/decrease in VAT receivable 



- 




lncrease/(decrease) in conditional grants and receipts 



(13 526 452) 

13 662 136 



lncrease/(decrease) in trade payables 



(135 115) 

(55 653) 



lncrease/(decrease) in consumer deposits 



- 

203 020 



increase/ (decrease) in long term liabilities 



- 

- 



increase/ (decrease) in provisions 



2 134 660 

(6 353) 



Cash generated by/(utillsed in) operatlons 



8 828 841 

46 754 909 
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33 

CASH AND CASH EQUIVALENTS 














Cash and cash equivalents included in the cash flow statement comprise the 
following: 














Bank balances and cash 



20 266 665 

721 



Call investment deposits 



25 870 397 

67 040 000 



Net cash and cash equivalents 



46 137 063 

67 040 721 









34 

Repairsand maintanance 







Buildlngs 



547 170 

547 587 



Computers 



40 438 

32 597 



Equlpment 



327 349 

395 785 



Roads and sldewalks 



399 903 

284 516 



Refuse site 



307 782 

400 000 



Vehicles 



455 091 

531 508 



Rural grass cuttlng 



37 160 

- 






2 114 893 

2 191 992 























35 

UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 
DISALLOWED 













35,1 

Unauthorised expenditure 














Reconclliation of unauthorised expenditure 














Opening balance 



638 890 

- 



Unauthorised expenditure current year 



19 564 161 

638 890 



Approved by Council or condoned 



(638 890) 

- 



Transfer to receivables for recovery 







Unauthorised expenditure awaiting authorisation 



19 564 161 

638 890 










The municipality changed its accounting policy regarding the accounting of trafic 
fines. Under GRAP 23 trafic fines must be accounted for on accrual bases at the 
transaction date. This has resulted to a huge increaes in receivables from trafic 
fines, and a provision for bad debt which was not budgeted for was made. 




















35,2 

Irregular Expendlture 














Reconciliation of irregular expenditure 














Opening balance 



- 

- 



Irregular expenditure current year 



34 843 192 

- 



Approved by Council or condoned 




- 



Transfer to receivables for recovery 







Irregular expenditure awaiting authorisation 



34 843 192 

- 










In terms of section 29(2) of the SCM Regulations, a Bid Adjudication Committee 
must consist of at least for senior managers of the munipality. Mthonjaneni 
municipality is a low capacity municipality with only three senior managers 
therefore all expenditures incurred through compettitive bidding process 
amounting to R32 782 431.31 are regarded as irregular expenditure. 







The municipality have further deviated from supply chain processes: Three 
quotations not obtained and deviated for the reasons that do not meet the 
definition of deviation amounting to R1 064 470.83 in total. 













35,3 

Fruitlessand wasteful expenditure 














Reconciliation of fruitless and wasteful expenditure 














Opening balance - 



- 




Fruitless and wasteful expenditure current year 



827 




Condoned or written off by Council 







To be recovered - contingent asset 







Fruitless and wasteful expenditure awaiting condonement 



827 

- 









36 

Collection Cost 







Collection Cost 



- 

58 970 






- 

58 970 
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ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE 
MANAGEMENT ACT 













37,1 

Contributionsto organised iocai government 














Opening balance 



- 

- 



Council subscriptions 



256 151 

400 000 



Amount paid - current 



(256 151) 

(400 000) 



Amount paid - previous years 







Balance unpaid (included in payables) 



(0) 

- 









37,2 

Audit tees 














Opening balance 



45 433 

- 



Current year audit fee 



928 766 

900 000 



Amount paid - current year 



(928 766) 

(854 567) 



Amount paid - previous years 



(45 433) 




Balance unpaid (included in payables) 



0 

45 433 









37,3 

PAYEand UIF 














Opening balance 



- 

- 



Current year payroll deductions 



3219 413 

2 587 495 



Amount paid - current year 



(3 219 413) 

(2 587 495) 



Amount paid - previous years 







Balance unpaid (included in payables) 



- 

- 
















37,4 

Pension and Medical Aid Deductions 














Opening balance 



- 

- 



Current year payroll deductions and Council Contributions 



4 045 191 

3 291 039 



Amount paid - current year 



(4 045 191) 

(3 291 039) 



Amount paid - previous years 







Balance unpaid (included in payables) 



(0) 

- 









37,5 

CouncMlor’s arrear consumer accounts 







The following Councillors had arrear accounts outstanding for more than 90 days 
as at: - 

TOTAL 


Outstanding 
lessthan 90 
days 

Outstanding 
more than 90 
days 






R 

R 



as at 31 March 2014 







Speaker: Councillor Jiyane 

17 534 


326 

17 208 



Councillor Masikane 

392 


81 

310 



Total Councillor Arrear Consumer Accounts 

17 925 


407 

17 518 










asat 30 June 2013 







Speaker: Councillor Jiyane 

16 974 


2 589 

14 385 



Councillor Masikane 

110 


110 

- 



Total Councillor Arrear Consumer Accounts 

17 084 


2 699 

14 385 



□uring the year the following Councillors had arrear accounts outstanding for 
more than 90 days. 



Highest 

Amount 

Outstanding 

Ageing Days 






R 











as at 31 March 2014 







Speaker: Councillor Jiyane 



17 208 

180+days 

















asat 30 June 2013 







Speaker: Councillor Jiyane 



13 380 

730 days 
















37,6 

Deviation from Supply Chain Management Processes 














The Municipality has deviated from SCM Processes, the deviations were sent 
quartely to the Mayor.The total amount the Municipality incurred when procured 
these goods and services amounted to R 2 096 000.78 













Ttie following is the summary of the deviations catagorised by various reasons 





Emergency 

1 1 02 944 






Total Deviation 

1 102 944 
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38 

Businesses In service of the state 







The municipality have done business with entities whose connected persons are 
in the services of the state. 














Suppier 



2014 

2013 



Mahlabathini Building supplies 




41 780 



Bizee Corp 90 



2 177,40 




Golden Rewards 94cc 



1 055,61 







3 233,01 

41 780 
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CAPITAL COMMITMENTS 














Commitments in respect of capital expenditure 














• Approved and contracted for 



884 393 

50 731 187 


Infrastructure 



884 393 

47 802 403 



Community 



- 

2 928 784 



Heritage 



- 




Other 



- 











- Approved but not yet contracted for 



- 

5 564 000 



Infrastructure 



- 

5 564 000 



Community 



- 




Heritage 



- 




Other 



- 











Total 



884 393 

56 295 187 










This expenditure will be financed from: 














- External Loans 



- 

- 



- Government Grants 



884 393 

53 366 403 



- Own resources 



- 

2 928 704 



- District Council Grants 










884 393 

56 295 107 
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Operating leases 














At the reporting date the entity has outstanding commitments under operating 
leases which fall due as follows: 














Operating leases- lessee 














Within one year 



47 511 

34 171 



In the second to fifth year inclusive 



31 674 

- 



After five years 



- 

- 



Total 



79 185 

34 171 










The future minimum lease payments receivable under operating leases for the 
actual receivables are as follows: 







Not later than 1 year 



40 000 

316 000 



Later than 1 year and no later than 5 years 



560 000 

- 



Later than 5 years 



606 667 







1 306 667 

316 000 



Operating lease payments relate to lease of switch boards line. 














Operating lease payments receivables relate to rentals for the commonage, vacant land 
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ANALYSIS OF THE RESULT OF DISCONTINUED OPERATIONS 














Clinic services 







Income : Government grants and subsidies 



- 

29 561 



Expenditure: employee related costs 



- 

-16 243 



Net (deficit)/surplus from discontinued operations 



- 

13 318 
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RETIREMENT BENEFIT INFORMATION 













42,1 

Defined contribution plan 







The Municipality operates on an accredited medical aid scheme, namely key 
Health. 







The Pentioners continue on the option they belonge to on the day of their retirement. 






The Independent valuer ZAQ consultants and Actuaries carried out actuarial 
valuation as at 30 June 2014. 














Details of project team 
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Project Leader: Neil Fourries 







: Senior Ectuary 







: Member of FASSA, CERA and a registered retirement fund 







: Over 8 year experiance 














Project Manager : Pieter Wasserfaii 







: Actuarial Specialist 







: Qualified actuary 







: Over 8 years of experience 














Project Administrati\e Assistant : Johan Scholtz 







: B.Comm {Hons) 







: 3 years experience 





















The Principal actuarial assumptions were as follows: 














Post-employment medical benefits 







The municipality operates on an accredited medical aid scheme, namely 







□iscount rate per annum 



8,94% 

7,75% 



Health care cost inflation rate 



8,05% 

5,00% 



Benchmark inflation (equal to salary inflation) 



7,05% 

7,00% 



Average retirement age 



63 

48,6 



Portion of retired members who are married 







Active menbers 



7 

7 



Mortality during employment 







Mortality post-retirement 







(No explicit assumption was made about additional mortalityor health care costs due 
to AIDS.) 














The amount recognised in the Statememt of Financial Position were determined 
as being the present \alue of the obligation: 



1 439 000 

1 507 000 



Movement in the defined benefit obligation is as follows: 














Balance at the beginning of the year 



1 507 000 

1 740 851 



Current service cost 



91 000 

114 824 



Interest cost 



121 000 

133 354 



Benefit payments 



-44 000 

-41 000 



Actuarial(gains)losses 



-236 000 

-441 029 



Recognition of previosly unrecognised defined benefit liabilty 







Balance at end of year 



1 439 000 

1 507 000 










The amount recognised in the Statement of Financial Perfomance were as 
follows: 







Current service cost 



91 000 

114 824 



Interest cost 



121 000 

133 354 



Benefit payments 



-44 000 

-41 000 



Actuarial(gains)losses 



-236 000 

-441 029 



Total, included in employee benefits expense (Note 16) 



-68 000 

233 851 










Long service awards liability 







The municipality has an obligation with respect to their employees in recognition 
of long periods of service. 







Employees receive additional leave in respect of long service awards.The 
independent valuers, Alexander Forbes Financial Services (Pty) Ltd,carried out a 
actuarial valuation as at 30 June 2013. 







The principal actuarial assumptions used were as follows: 







Discount rate per annum 



7,96% 

7,40% 



Inflation rate 



6,33% 

5,66% 



Salary increase rate 



7,33% 

6,66% 



Benchmark inflation(equal to salary inflation) 



0,59% 

0,69% 



Average retirement age 



63 

63 



Average future working lifetime of active members 




16.85years 



Active members 



94 

90 



Pre-retirement mortality rate 







(No explicit assumption was made about additional mortality or health care costs 
dueto AIDS.) 







Percentage of in-service wuthdrawing before retirement: 














Age 



Withdrawal Rate 
Females 

Withdrawal Rate 
Males 



20-24 



16% 

24% 



25-29 



12% 

18% 



30-34 



10% 

15% 



35-39 



8% 

10% 



40-44 



6%. 

6% 
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45-49 



4% 

4% 



50-54 



2% 

2% 



55+ 



0% 

0% 










RETIREMENT BENEFITS (Continued) 






42,2 

Long service awards liability 














The amount recognised in the Statement of Financial Position were determines 
as being the present value of the obligation: 



857 000 

805 000 










Movement in the defined benefit obligation is as follows: 














Balance at the beginning of the year 



805 000 

781 606 



Current service cost 



104 000 

1 1 8 878 



Interest Cost 



63 000 

69 467 



Benefit Payments 



-90 000 

-8 560 



Aucturial(gains)/Losses 



-25 000 

-156 391 



Recognition of previously unrecognised defined benefit liability 














Balance at the end of year 



857 000 

805 000 










Total Retirement benefit 



2 296 000 

2 312 000 



Less; Transfer to non current liabilities held for sale 



0 

0 










Defined benefit pian obligations 



2 296 000 2 312 000 










The amount recognised in the Statement of Financial Performance were as 
follows 














Current Service cost 



104 000 

1 1 8 878 



Interest 



63 000 

69 467 



Benefit Payments 



-90 000 

-8 560 



Actuarial (gains)/losses 



-25 000 

-156 391 




















52 000 

23 394 
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ELECTRICITY DISTRIBUTION LOSSES 














Units lost ( kilowats) 



1 562 888 

1 545 1 32 



Units lost ( sales price per kilowatts-rands) 



1 270 628 

1 514 229 



Units lost (purhase price per kiiowatt) 



693 141 

525 345 



Units lost percentage 



8,39% 

9,45% 










Although units per kilowatts were lost in distribution, the 



1 144 531 

1 704 764 



eiectricity service experienced a surplus of: 
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RELATED PARTIES 














Compensation to councillors and other key management (refer to note 25 & 26) 














The following councillors and key management owes the municipality in respect 
of the traffic fines as at 30 June 2014 







Surname 

Initials 

Position 

Amount 




Mnguni 

R P 

Municipal Manage 

7 950 




Buthelezi 

G B 

Director Corporate 

100 




Simamane 

TN 

CFO 

0 




Xulu 

P T 

Director Technica! 

0 







8 050 











Surname 

Initials 

Title 

Amount 




Jiyane 

N A 

Speaker 

2 650 




Biyela 

MN 

Ward 4 Cllr 

0 




Ndlangamandla 

MN 

Mayor 

3 250 




Khuzwayo 

S M 

Ward 3 Cllr 

0 




Mgenge 

N E 

Ward 5 Cllr 

1 800 




Zungu 

H K 

PR 

2 700 




Masikane 

E M 

Ward 1 Cllr 

200 




Gumede 

G VP 

Deputy Mayor 

8 00 




Ntombela 

P E 

Ward 2 Cllr 

2 150 




Zulu 

MS 

PR 

150 




Biyela 

S B K 

PR 

2 300 







16 000 
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45 

RISK MANAGEMENT 













45,1 

Maximum credit risk exposure 














Credit risk consists mainiy of cash deposits, cash equivaients and trade debtors. 
The municipaiity oniy deposits cash with major banks with high quaiity credit 
standing and iimits exposure to any one counter-party. 














Trade receivabies comprise a widespread customer base. Management evaiuates 
credit risk reiating to customers on an ongoing basis. if customers are 
independentiy rated, these ratings are used. Otherwise, if there is no 
independent rating, risk control assesses the credit quality of the customer, 
taking into account its financial position, past experience and other factors. 
Individual risk limits are set based on internal or external ratings in accordance 
with limits set by the board. The utilisation of credit limits is regularly monitored. 
Sales to retail customers are settled in cash or using major credit cards. Credit 
guarantee insurance is purchased when deemed appropriate. 














Financial assets exposed to credit risk at year end were as follows: 














Investments 



25 870 397 

67 040 000 



Cash and cash equi\«lents 



20 266 665 

721 



Trade and other receivables 



11 706 173 

7 838 143 






57 843 236 

74 878 864 









45,2 

Liquidity risk 














Liquidity risk refers to the ability of an enfity to meet its obligations associated 
with financial liabilities. The municipality's liquidity risk pertains to whether funds 
are a\ailable to co\®rfuture commitments.The municipality manages liquidity risk 
through an ongoing review of fufure commitments and credit obligations. 







Cash flow forecasts are prepared and adequate utilised borrowing facilities are 
monitored. 







Financial liabilities exposed to credit risk at year end were as follows 














Financial liabilities 







Trade and other payables from exchange transaction 



3 710 472 

2 877 627 









46 

Change in Accounting Policy 




















46,1 

Employee benefits 







The municipality changed its accounting policy from lAS 19 to GRAP 25 
employee benefits with no effect on the financial information previouly reported 
other than an additional disclosure in in terms of GRAP 25. 













46,2 

GRAP 31 Intangable assets 












The municipality changed its accounting policy from GRAP 102 to GRAP 31 
intangable assets with no effect on the financial information previouly reported . 













46,3 

IGRAP 1 














The municipality has applied IGRAP 1 in the 2013-2014 financial year and the 
change in accounting policy has been applied prospecti\«ly as per ASB with no 
effect on the financial nformation previously reported. 













47 

CHANGE IN ACCOUNTING ESTIMATE 














The useful life of certain Property plant and equipment was estimated to be 4, 

5, 7, and 10 years. In the current period management have revised their 
estimate to 6, 8, and 12 years. The effect of this revision has decreased the 
depreciation charges by : 







In the current year 


R 30 739 





In the future periods 


R 737 737 
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48 

CORRECTION OF ORIOR PERIOD ARROR 






48,1 








During the year ended 30 June 2012 and previous years , PPE and other assets 
were incorrectly recognised 





















Depreciation 



- 

-4133948 



Net effect on surplus/(deficity) for the year 



- 

-4133948 










PPE 



- 

5210968 



Net effect on Statement of Financial Position 



- 

5210968 










Net effect on Accummulated surplus opening balance 



- 

-1077020 
















48,2 

Ravenue from trafic fines 












Previously the municipality had applied GRAP 9 to account for traffic fines and for 
the reporting period on or after 30 April 2012 GRAP 23 became effective. The 
municipality did not apply GRAP 23 in 2013 financial year as it was suppose to 
have done but only applied it during 2014 financial year. This has resulted to the 
correction of prior period error. 














The correction of prior period error has the following effect on the trade and other 
receivables from non-exchange transactions and accumulated surplus for 
previous. 














48.2.1Trade receivablesfrom non-exchange transactions 














Balance prevlously published as per AFS 30 June 2013 


5 312 552 





GRAP 23 Implementation - Traffic fines 


11 369 746 





Traffic fines payments received during the year of 2013 


(2 462 000) 





Balance now published as per AFS 30 June 2013 


14 220 298 












48.2.2 Accumulated surplus 













Balance previously published as per AFS 30 June 2013 


176 029 551 




GRAP 23 Implementation - Traffic fines 


11 369 746 




Traffic fines payments received during the year of 2013 


(2 462 000) 




Balance now published as per AFS 30 June 2013 


184 937 297 










49 Contigent Liability 







An amount of R1 540 000 is used as guarantee to Eskom in relation of the 
electricity supply. The amount would be payable to Eskom should the 
municipality fail to pay. 
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Mthonjaneni Municipality 
APPENDIX B 

ANALYSIS OF PROPERTY PLAMT AND EQUIPHENT 

asatSO June 2014 



Co$t/Revaluation 

Accumulated Depreciation 





Openinq Balance 

Correction of 

an error 

Additions 

Transfers 

Disposals 

Under 

Construction 

Closing 

Balance 

Opening 

Balance 

Depreciation 

Correction of 

error- 

depreciation 

Disposals 

Impairment 
los^Reversal 
of impairment 
loss 

Closing 

Balance 

Transfers 

Oflier 

movements 

Carrying 

Value 

















R 

Land 





Land 

2562011 


2562011 • ■ .... 2562011 







2562011 

■ 

2562011 - - ..... 2562011 




Buildings 

27 208 984 

15 346 090 226 383 

42 328 691 (6 752 849) (979 681) 226 383 (168 255) (7 674 402) - - 34 654 289 







Infrastructure 










Roads 

18075143 

44665046 

62 740 189 (1 401 828) (650 610) ■ ■ (2052438) ■ ■ 60687752 


Solid Waste Disposal 

143630 

164880 

308 510 (28 726) (7 453) ■ ■ (36 179) ■ ■ 272 331 


Electricity 

8368831 

795830 89254 

9075407 (3360118) (209648) 89254 ■ (3 480 513) ■ ■ 5594895 


Electricity Peak Load Equ 

P 




Cemeteries 





Water Meters 





Housing 





Underconstruction 

67920690 

■ (59 679 1661 24 909 992 

33 151 516 - 33 151 516 


94508294 

■ 45625756 (59679166) 89254 24909992 

105275623 (4790672) (867710) ■ 89 254 ■ (5 569 129) ■ ■ 99 706 494 




ConmnityAssets 





Cemeteries 

945750 


945750 (422008) (58642) ■ ■ (480 650) ■ ■ 465 100 







945750 


945750 (422008) (58642) ■ ■ ■ (480 650) ■ ■ 465 100 


Total carrled forward 


125225039 


60971 847 (59679166) 315637 24909992 151 112075 (11 965529) (1 906034) 


315637 (168255) (13724180) 


137387894! 
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APPENDIXB 

ANALYSIS OF PROPERTY PLANT AND EOUIPMENT 

asat30June2014 


Cost/Revaluatlon 

AccunilaledDepreclatlon 

Transfers 

Otlier 

movements 


OpenlngBalance 

Correctlon 

ofanerror 

Additlons 

Transfer 

Dlsposals 

Under 

Constructlon 

Closing 

Balance 

Openlng 

Balance 

Depreciatio 

Correctlon 

olerror- 

depreclatio 

n 

Dlsposals 

Impalrment 

loss/Revers 

alol 

Impairment 

loss 

Closlng 

Balance 



R 

R R R R R R R R R R R R 

Totalbroughtlormrd 

125225039 

60971 847 315637 15624752 151 112075 (11 965529) (1906034) ■ 315 637 (168 255) (13 724 1 80) ■ ■ 137387894 




OtherAssets 



MactiineryandEpuipmen 

2 138 651 

163195 (600723) 1 701 123 (1 009629) (227836) 585992 ■ (651 473) ■ ■ 1 049651 

FurnitureSFittings 

821 962 

24605 (92386) 754181 (457254) (95044) 92386 ■ (459 912) ■ 294 269 

k/btorvetiicles 

4221 863 

3361 677 (516603) 7066937 (2130272) (671 809) 460313 ■ (2 341 768) ■ 4725 169 

ComputerEquipment 

724682 

63209 (107542) 680349 (274821) (109957) 107542 ■ (277 236) ■ 403113 

Water 

5377 

(5 377) ■ (537) (108) 645 0 0 




7912535 

3612685 (1 322630) ■ ' 10 202 590 (3 872 514) (1104 754)' ^ 1246879 ^ (3730388) ^ ^ 6472202' 



Total 

133 137 574 

64584532 (1 006994) 15624752 161 314665 (15838043) (3010787) ■ 1 562 516 (168 255) (17 454 568) ■ 143860096 
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Mthonjaneni Municipality 


APPENDIXC 


SEGMENTAL ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT 


as at 30 June 2014 



Co^/Revaluatlon 

Accumulated Depreclatlon 

Carrylng 

value 

Openlng Addltlons 

Under 

Dlsposals correctlon of 

Transler 

Closlng 

Openlng Addltlons 

Dlsposals 

corre 

Closlng 


R R R R R R R R R R 













Cofporate Seivices 

105000 312600 


(46486) 


371 114 

(51 200) (550) 

46486 


■5264 

365850 


Executiw & Council 

18436697 


(154 160) 


18282537 

(4219 128) (294821) 

153870 


■4360079 

13 922 458 


Finance & Admin 

523 140 75330 


(67742) 


530728 

(321 232) (10334) 

67102 


■264 464 

266264 


Technical Services 

67 103583 3253 132 

24909992 

(1 234670) 

(5 136310) 

88895727 

(3489027) (2 145500) 

1 159851 


■4 474 676 

84 421 050 


Community & Social Servic! 

14841 500 46216 




14 887 716 

(1 810762) (195424) 



■2006 186 

12 881 530 


Mayor 

16463 415700 




432 163 

(2341) (956) 



■3297 

428 866 


Municipal Manager 

534329 6559 




540888 

(333018) (9572) 



■342590 

198 298 


Library 

17869 




17869 

(2 746) (758) 



■3504 

14365 


Public Safety 

3345044 


(45955) 


3299089 

(509037) (50706) 

45952 


■513791 

2 785 298 


Sport & Recreation 

1211 184 




1211184 

(79545) (25401) 



■104 946 

1 106 238 


Waste Management 

3 152620 




3 152620 

(285648) (39605) 



■325253 

2 827 367 


Electricity 

20868509 795830 


(89252) 


21 575087 

(4388450) (268 101) 

89252 


■4567299 

17 007 788 


Town Estate 

8 117946 




8 117 946 

(345908) (137314) 



■483222 

7 634 724 














Total 

138273884 4905366 

24909992 

(1 638265) 

(5136310) 

161 314 667 

(15838042) (3 179042) 

1 562513 


(17 454 571) 

143860097 
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Mthonjaneni Municipality 

APPENDIX D 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE 

for the year ended 30 June 2014 


2013 

2013 

2013 


2014 

2014 

2014 


Actual Income 

Actual 

Expendlture 

Surplus/ (Deflclt) 


Actual Income 

Actual 

Expendlture 

Surplus/ (Deflclt) 


R 

R 

R 


R 

R 

R 









11 369 212 

(11 369 212) 

Executive & Council 

- 

6 868 564 

(6 868 564) 


53 997 769 

7 646 344 

46 351 425 

Finance & Admin 

37 867 193 

29 239 501 

8 627 691 


29 561 

16 243 

13318 

Heaith 

- 

- 

- 


638 325 

20 672 512 

(20 034 188) 

Community & Sociai Services 

34 060 

8 597 833 

(8 563 773) 


- 


- 

Pubiic Safety 

18 272 774 

6 766 277 

11 506 497 


1 082 859 

1 972 963 

(890 104) 

Waste Management 

1 131 632 

1 808 637 

(677 005) 


14 274 147 

5 354 569 

8 919 579 

Road Transport 

16 522 324 

631 230 

15 891 094 


28 127 675 

16 577 995 

11 549 681 

Eiectricity 

23 250 004 

19 574 433 

3 675 571 




- 

Other 

691 097 

12 315 260 

(11 624163) 


98 150 335 

63 609 837 

34 540 498 


97 769 085 

85 801 736 

' 11 967 349 





Less: Discontinued Operations 

- 

- 

- 





Less: inter-Department Charges 





98 150 335 

63 609 837 

34 540 498 

Totai 

97 769 085 

85 801 736 

11 967 349 
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